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TIP 1?" ^ r^ir. 



ERRATA. 



Pages 4 and 6, Preface, for we, read /. 

Page 17, line 8, for exactly Jive times, read nearly seven times. 

Page 19, lines 27 and 32, for 10,930, read 9,930. -^ 

Page 102, line 21, after the word profit, follow lines 25 and 26, 
beginning with the words it appears, and ending with the words 
amounted to £13,000. 

Page 148, line 25, for my, read our ; for me, read us. 

Page 166, line 30, for an a sum of £2,000, read or a^^iim of £2,000 

Page 206, foot note, line 6, for mistake, read misstate. 



tific fisquisitlons on questions of Life Contingencies, 

The necessity for such a work as I propose must be 
admitted to existj for^ notwithstanding the works which 
have been published upon Insurance, and the uniformity 
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IV PREFACE. 

of principle which pervades them all, yet the doctrine of 
Insurance is not ftiUy known and understood. This arises 
in some measure from the abstract nature of the doctrine 
of probabilities, the rate of mortality, and the comparative 
duration of life, and £rom many of the authors having 
treated this abstruse subject in too brief, technical, and 
scientific a manner to make it intelligible to such as are 
entirely ignorant of this branch of knowledge. 

The merit of the best works on Life Assurance is 
the elaborate and important calculations which they con- 
tain, though, from their style, they frequently conduce 
to no other end than to deter £rom perusing them those 
who desdre only to be instructed in the nature and benefit 
of Life Assuraace. 

As many persons cannot spare the time, and few will 
take the trouble to direct their attention to the subject of 
Life Contingencies, and as all cases of assurance must 
necessarily be attended with a number of difiiculties in 
the math^amtical details of the subject, it is not to be 
wondered at, if from a cursory, inattentive, and uncon-* 
nected perusal of the works we allude to, a great part of 
the public should remain unacquainted with the principles 
and practice of Life Assurance. 

The present work has been written with the view of 
frimishing information to those who may be desirous of ac- 
quiring a knowledge of the principles of Life Assurance ; 
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PREFACE. V 

and in order to effect this object I have endeavoured to 
simplify the whole subject. The proposition which it is 
my desire to establish is that the data and deductions 
upon which the system of Life Assurance is founded are as 
satisfactory and conclusive as those of any other branch of 
commerce. In establishing this position I have endea- 
voured to make myself perfectly intelligible, and I trust I 
have succeeded ; for it requires only an ordinary know- 
ledge of the English language and arithmetic to imderstand 
clearly what is advanced in the following pages. This 
knowledge is possessed by the middle classes of the coun- 
try, $md I wish that it was as easy to induce that respec- 
table and intelligent body to avail themselves of the 
benefits as to make them imderstand the terms and con- 
ditions of Life Assurance. As a means of effecting tlus 
desideratum^ it is necessary that the advantages which 
would accrue from it should be fully and forcibly ex- 
plained, which cannot be accomplished without that me- 
thodical arrangement of the subject which will elucidate 
and impress upon the mind the principles involved in the 
question at issue. That arrangement, I trust, will be 
found in this treatise, and also that the following parts 
into which I have divided the subject, embracing the his- 
tory, statistics, and science of Life Assurance, will be 
found to contain many interesting facts and important 

principles. 

B 2 



Digitized by VjOOQIC 



VI PBEFAGE. 

In the first part we have considered the Population; in 
the second we have given an Historical View of the Tables 
of Mortality ; in the third traced the Rise and Progress 
of Life Assurance; in the fourth, the Principle and Prac- 
tice of the Science of Life Assurance, and the Validity 
and Non- Validity of Life Policies ; in the fifth a Brief 
Sketch of Friendly Societies and Savings' Banks ; and in 
the sixth part we have concluded with a Review of Life 
Assurance. 

A familiar acquaintance with the construction and use 
of life tables constitutes a most important means of ac- 
quiring an accurate knowledge of the nature and benefits 
of Life Assurance, and the first elementary point of 
information connected with the subject of Life Con- 
tingencies. 

I cannot conclude without acknowledging that to a 

considerable extent I am indebted for my materials to the 

learned and able works of Mr. Francis Bailey, Joshua 

Milne, Charles Babbage, William Morgan, M'Culloch, 

Grompertz, De Morgan, and other distinguished writers ; 

and should I succeed in facilitating the study of these 

authors, I shall consider that my labours have not been 

entirely useless. 

A. B. 

Melbourne-squarei London^ 

April, 1849. 
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LIFE ASSURANCE. 



INTKODUCTOKY OBSERVATIONS. 

THE GENEBAL PBINCIPLES OP ASSURANCE EXPLAINED. 

Lite Assurance Companies may be placed among the 
most useful institutions of modem times — ^not only for 
the benefits they confer on the individual^ but on society 
at large> inasmuch as they are the means of gradually ac- 
cumulating productive capital — while the annual pre- 
miums are considered as a part of expenditure^ they and 
the continually growing amount of interest on them are so 
much added to the productive capital of the community. 

The number of persons interested^ and the great amount 
of capital invested in the hands of companies^ prove that 
information upon matters of this kind is most important ; 
and that the public should be put in possession of the 
means of forming correct opinions as to the adequacy and 
equity of the term upon which it is estimated that capital 
to the amount of fifty millions has been already invested,* 
yielding a revenue of upwards of £1,000,000 per annum 
to Grovemment. 

" The sums accumulated in the hands of the various 
Life Assurance OflEices in the kingdom, and which form a 
part of the savings of the assured, amount to at least 
forty millions of money — an estimate which will not be 

* First Report Joint Stock Companies, 1844. 
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2 LIF£ ASSURANCE. 

thought extravagant when it is known that the assets of 
one office^ the Equitable Assurance Company, form one- 
fourth of that sum."* 

The rapidly-accumulating property, &c., of Life Assur- 
ance Companies, with engi^ements computed at upwards 
of one hundred and twenty million pounds sterling, and 
extending so far towards maturity and affecting the in- 
terests of generations yet unborn, may be expected to in- 
crease when the principles are more generally imderstopd. 

In consequence of the ignorance of the public 9k to ihe 
exact principles of Life Assurance, many erroneous opin- 
ions are formed reEf>ecting the capital of Life Assurance 
Companies, and their bu^ess investments^ which are supr 
posed to partake of a speculative character; and fiom the 
importance of the question we are desirous to offer a few 
observations before entering into an exajnination of the 
different principles and advantages of Life As^ui^alEice. 

Life Assurance not being either genei<ally or accurately 
understood, persons are accustomed to view the life risk 
in the light of a commerdal speculation rather. than the 
profound and sdentific scheme which it really is ; but when, 
the principle upon which that security is based is rightly 
comprehended, it wiU be found not only to be ceiiiain and 
secure, but that there are no grounds for ap[»reheitding, 
under any possible contingency, a crash among the Life 
OflSces, as amongst the railways or other speculadve un- 
dertakings, for the bufflness investments o£ such Life 
Offices do not partake of a speculative character. Even 
a panic in the money world, which brings destoiction upon 
other interests^ must benefit the Life Offices. 

♦ Porter's " Progress of the Nation," p. 606. 
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INTRODUOTOBY OBSBBVATIONS. 3 

The recent eventft in the money world — ^the arrest of 
the spirit of enterprise — Ae wildness of railroad specnla- 
tion — the explosion of babbles^ and the wholesale sns- 
plension of premature projects, are fiuniliar to the Stoek 
Exchange and scrip speculators. Disastrous as the con^ 
sequences of these events were, for' a' time, to healthy en^ 
terprise, and the occupations of every-d^y life, neverthe- 
less the Life Offices have been silently itiririftg their way, 
Uke ike und^r-current in the storm, esoapii^ the disasters 
to which all the other great monied interests of liie empire 
have been more or less subjected. 

The pecimiary interest of Life Offices is benefidally 
a£^ted by the chances and changes, the shocks and 
dbasters in the speculative world, for money is always 
enhanced in value, and money is the sole stock in trade of 
the Life Offices. The known and ackaowledged law« of 
mortality on which tiieir tables are founded could only be 
materially altered by some mighty convulsion far beyond 
human ferethou^it or human provision; for there is 
nothing in the commercial world which approaches, even 
remotely, to the security of a well-established and pru- 
dently-managed Assurance Office. 

The records of Life Offices afford no instance of a 
legally-establifilied Assurance Office having fidled to fulfil 
its engagements. 

How many Life Assurance Companies have been called 
into existence wHhin ike kst century; millions of capital 
have been subscribed; millions have been paid up and 
invested ; and not a single instance can be adduced of any 
fairly or properly-constituted office having failed, or of 
loss having accrued to the shareholders. Notwith- 
standing the extraordinary competition that exists. 
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4 LIFS A88UBAKCE. 

considerable profits have in many instances been realised, 
and the shares are quoted at high premiums in the market. 
Perhaps no spedes of investment has proved so invari- 
ably proq>erous. Although it may appear that Life 
Assurance Companies are subjected to a variety of con- 
tingencies, to numerous casualties and diances, the results 
have ever been the same— great and extraordinary success 
has always attended them. 

That instances of ^^ failure'' at some '^ Life Offices," as 
they were called, can be adduced, we do not mean to 
deny; but these have invariably proved to be attempts at 
gross imposition.* 

That several Life Offices have within the last few years 
been closed is well known ; but the discontinuance was 
perfectly voluntary, and their engagements were all made 
good ; therefore that fact, so far &om operating in any 
way to their discredit, is, on the contrary, a practical 
evidence that the field for imposition or fraud is restricted 
by the very nature and character of the business of Life 
Assurance Companies. 

Gttmbling in Life Offices is quite out of the question. 
The shares are never, under any circmnstances, at a 
premium at starting, and therefore offer no attraction to 
scrip speculators. Lnpositions cannot, in fact, be carried 
on to any extent or duration with Life Offices, for the 
standard value of life at all ages is well known, and the 
true risk, therefore, easily defined and understood; while 
the required advances for expenses attending the estabUsh- 



♦ The "West Middlesex** imposition was a professed "Annuity 
Office,'* and its plunder consisted principally of the large deposits 
from annuitants, not premiums from life assurers. 
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INTRODUCTOBT OBSBBYATIOKS. 6 

ment and management of such institutions are compara- 
tively limited in amount. 

And in the event of Life Offices fiuling to obtain 
business^ and resolving in consequence to dose tiieir 
establishments^ the holders of policies therein run no 
risk, for imder such circumstances the office liabilities 
would be comparatively small in amount/ and the pledged 
capital, with the paid-up premiums, would be ample 
security. 

Even in the fulure of a mutual Life Assurance Society, 
whose only property is the subscribed premiums, there 
woidd be no considerable loss, as all probabilities or con- 
tingencies are calculated and included in the charge for 
premiimis, and the deposits for annuities. 

There is, in fact, no such extended field for successful 
imposition as in enterprises which are mere adventures, 
and which call for actual outlay of the subscribed capital. 

These considerations furnish an answer to the un- 
founded apprehensions of those who infer disastrous con- 
sequences from the increase of Life Offices. And it 
should be remembered that the field for imposition is very 
circumscribed firom the known tangible basis on which the 
risk is founded, or if not founded, may be exposed and 
avoided ; and that the classes who are Life Assurers are 
not the ignorant, friendless, and inexperienced members 
of the community, but well-circumstanced and intelligent 
persons, and capable of forming a correct estimate of the 
value and solidity of the principles of assurance. 

We are, therefore, under no apprehension that mischief 
can be produced by Life Offices, or by their agents, how- 
ever rash, however imprincipled they might be, or, in fact, 
how ill-timed the projects in number or extent. 
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6 LIFE ASSURANCE. 

Unlike friendly societies, they cannot offer any terms 
hazardous to their stability, without being immediately 
detected and exposed. Unlike the sayings' banks, which 
have no such security. Life Assurance Companies stand 
on a footing combining the results of past experience for 
a foundation with names pledged to the honourable appli- 
cation of the investments as security against every con- 
tingency. 

It is, therefore, a mistaken and narrow view of this 
most important question, to regard the increase of Life 
Offices as detrimental to the interests of mankmd ; whidli, 
so far from being regarded with distrust or suspicion, we 
ought to view as a new proof of the increasing provi- 
dence of the times, and an indication of national wealth 
and security. Indeed, it is beyond doubt that; however 
numerous the existing companies, there is still a vast field 
for profitable operation; and it may be reasonably ex- 
pected that the progressive wants of the commimity will 
demand the establishment of new societies. 

We have prefaced this work with these observa- 
tions, to show that Life Offices must not be confounded 
with mere ordinary business establishments, subjected to 
the casualties and accidents of commerce, against which 
there is no safety, and in which no confidence can be 
reposed, but as institutions that, at a future period^ 
when present influences, which have their foimdation in 
the mere excitement of the day, have passed away, will 
realise all that they promise. 
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CHAPTER I. 



STATISTICAL VIEW OF THE POPULATION, 

The object of a census is to throw a clear light upon 
the general condition of the community. The public, 
however, are slow to believe that questions relating to 
themselves and their households can have any bearing 
on the general good, and forget that, in accounts of large 
numbers, the indivwiual is wholly lost sight of in the ave- 
rage ; but that the average can only be obtained by an 
accurate knowledge of all that pertains to the individuaL 
England is far behind most coimtries in Europe in statis- 
tical returns, and we have hitherto been obliged to refer 
to societies and to individtials for that information which 
in Sweden, Prussia, and France deservedly occupies the 
attention of Government. 

Since 1749, the returns of the annual births, and of the 
deaths at different ages, in all Sweden and Finland, have 
by order of the Government been made to the Commis- 
sioners appointed to superintend the execution of this 
order ; and the number of the people of every age is also 
returned once in three years, and both in the enumerations 
and the registers the sexes are distinguished. Such re- 
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8 LIFE ASSURANCE. 

turns do honour to the country of a Charles V., a Gus- 
tavus^ a Linnaeus, and a Berzelius. 

Until the Registration Act passed the national statistics 
were necessarily imperfect, and laid us open to the censures 
which the author of a work, worthy the illustrious name 
he bears, has expressed in commenting upon former cen- 
suses: — "Although England may be regarded as the 
cradle of political arithmetic, tlirough the researches of 
Petty, Shoot, King, Graunt, Halley, Davenant, and 
others, yet the statistics of the population of that country 
have for a long time remained exceedingly defective ; and 
even the most recent materials are still in the highest de- 
gree unsatisfactory."* 

The evidence before the Parliamentary "Committee 
on Joint Stock Companies," given by Mr. Morgan, Mr. 
Kirkpatrick, Mr. GrifBth Davies, and Mr. Ansell, the 
actuaries of four of the largest London Life Offices, 
point to the same deficiencies, which have been sufiered to 
continue more than forty years from the date of the first 
English census. 

We have no authentic account of the census, or regular 
statistic returns of population in this country earlier than 
1801. During the preceding century many attempts were 
made to form a computation of the numbers in England 
and Wales, and these attempts were revised after the com- 
pletion of the census by the Government actuary, Mr. 
Finlaison ; and the number living at each decennial period 
of the eighteenth century was adopted upon his authority 



♦ " Handbuck der Populationistik oder der Volker-und Menschen 
Kunde nach Statistischen Erhebnissen," Von Dr. Chr. BernauUi : Ar- 
ticle " Britische Monarchie," p. 535. 
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STATISTICAL VIEW OF THE POPULATION. 9 

by the late Mr. Bickman. As an estimate of the popula- 
tion before the enumeration in 1801 always depended 
much upon conjecture and opinion, on account of the 
great acknowledged deficiencies of the registers, the 
returns must necessarily be very imperfect, and can afford 
no correct information respecting the increase or decrease 
of births or deaths. 

The census of 1801 has contributed essentially to the 
development of the true theory of population ; and these 
investigations have rendered important services to man- 
kind ; but the facts since elicited, and the further pro- 
secution of the inquiries, have shown that, while the 
study of the doctrine of population is*firaught with instruc- 
tion, and is suggestive of prudence, it is calculated to 
inspire a greater confidence in the ordinances of nature. 

The extension of which the reproductive force in the 
population is susceptible, and the progress of science and 
industry, must set at rest the alarm which was excited at 
the close of the last century of the depopulation of the king- 
dom. This opinion was advanced by the late Dr. Bichard 
Price, who based his computation upon an incorrect cen- 
sus of the population. He calculated the increased num- 
ber of deaths in an increased and increasing population, 
without reference to the numbers out of which they oc- 
curred ; he therefore arrived at the conclusion that the 
population of England was actually decreasing year by 
year, which has apparently never prevailed for any length 
of time since the earliest historical ages. The population 
abstracts afford ground for believing that the general 
population of England and Wales has been increasing 
ever since the year 1710. 

" A population increases in regular geometrical pro- 
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gression when the births exceed the deaths; and the ratio 
of the births and of the deaths to the population remains 
constant. Thus, in England every 100 persons living in 
1801 had increased to 132 in 1821 ; and every 100 per- 
sons living in 1821 had increased to 132 in 1841 ; the 100 
persons living in 1801 had, therefore, increased to 175 in 
1841 ; and at the same rate will amount to 200 in the 
year 1850, and to 300 in the year 1879. The mean rate 
of increase is 0141 annually, which was probably the 
excess of the births over the deatihs. 

" Ghrain, fiiiit, animals, also increase in geometrical pro- 
gression ; but the increase of capital at compound interest 
is the most familiar example of this kind of progression, 
and may render it intelligible to the general reader. Thus 
at 1*41 per cent, increase annually, 100 persons became 
132 in twenty years, and 175 in forty yewrs; upon the 
same principle that £100 put out at £3 per cent, per 
annum compoimd interest in 1801, would have amounted 
to nearly £181 by the year 1821, and to £326 by 1841."* 

It has been proved that {A3pulation has increasied in geo- 
metrical progression ever since the first census in 1801, 
and the rate of progression has been such that, if it con- 
tinue, the numbers will have doubled in 1850; double the 
number of families will exist, and must be supplied with 
subsistence in England. But there will also be double the 
number of men to create subsistence and capital for their 
families ; to man her fleets ; to work the mines and manu- 
factures; to extend the commerce; and to open new 
regions for colonisation. 

The following table shows the total population of Eng- 

♦ William Farr, on the increase of the population. 
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land^ Wales^ and Scotland^ and the average increase at 
each of the two enumerations of 1831 and 1841 : — ' 





POPULATION. 


Actual Increase 

of Persons in Ten 

Years between 

1831 and 1841. 


Increase per Day 
between 




1831. 


1841. 


18S1 and 1841. 


England 

Wales 

Scotland 

British lalaQda 
Army and Nayy 


13,091,006 

806,182 

2,366,114 

103,710 

227,017 


16,000,164 

911,603 

2,620,184 

124,040 

188,463 


1,909,149 

106,421 

266,070 

20,330 


623 

28 

70 

5 


Total .... 


16,643,028 


18,844,434 


2,201,406 


603 



From the above statement it will be seen that the ave- 
rage increase of population in Great Britain during the 
ten years ending 7th of June^ 1841, was 603 persons per 
day, or 220,140 per annum, which exhibits the rate of 
increase of 132 per cent, and furnishes the means of cal- 
culating, with a very near approach to certainty, what 
will be the future juacrease of the population in this 
coimtry. It follows, therefore, as a necessary conse- 
quence, that the advantages which Life Offices possess 
are of a progressive and extending character, and that the 
apprehensions to which we have already adverted are utterly 
unfounded. 
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GENERAL POPULATION OF THE PROFES- 
SIONS, TRADES, AND OCCUPATIONS. 

The substance of the following statements is taken from 
the Government population returns of 1841 : — 

In 1831 it was estimated that there were in Great 
Britain, exclusive of their dependents, of the classes be- 
longing to 

FABOUBS. 

The Aristocracy from3,000 to 4,000 

Of Esquires and Landed Gentlemen, Stock- 
holders, &c from 50,000 to 60,000 

Clergy of all denominations 36,000 

Lawyers 30,000 

Physicians, Surgeons, and Apothecaries 50,000 

Farming Tenants (besides their labourers) 250,000 

Merchants, Shopkeepers, and General Traders. . . 900,000 

Of Manufacturers, in all lines 500,000 



Total 1,826,000 

MINE PROPRIETORS, AGENTS, &C 

The population returns for 1841 show that the 
population of the Mining districts of England 
and Wales exceeds those of nearly every 
profession of the Kingdom, having a total 
population of nearly 2,000,000 

The number of persons employed in the mines 

of the United Kingdom is about 250,000 
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Since the period referred to, however, a considerable 
increase has taken place ; and many persons were probably 
not included in that enumeration.* 

LAW, MEDICINE, DIVINITY, &C 

The Legal Interest in England and Wales in 

1841 numbered... 14,697 

The Medical Profession, including Chemists and 

Drugpsts 27,509 

The Clergymen and Ministers, about 19,000 

Allowing for non-enumeration, indirect inte- 
rests, the total number may probably amount 
to about 180,000 

* The 3iiniug Journal states that the number of mines in the 
mining counties in the United Kingdom is computed to be about 
1,770. It is difficult to obtain an exact return of all the mines in the 
kingdom ; but the following list, however, in round numbers, may 
be taken as a near approximation to correctness : — 



COUNTY. 



Name and DMcriptlon of Mine. 



Total 
Number 



Cornwall and DeTon 



Derbjshire and Stafford. 
Worcester and Leicester 
Warwick, Gloucetter,.and 
Nottingham, Lincoln, & 
Chester and Staffordshire 

Lancashire and Yorkshire 

Westmoreland and Cumberland 



Durham and Northumberland . 

Wales 

Scotland 

Ireland . . i 



Tin, copper, lead, iron, zinc, and 
antimony 

Coal, salt, lead, iron, copper, line 

Coal, salt, lead, iron, &c 

Somecaet Coal, lead, iron, manganese, &c. 
Shropshire Zinc, coal, iron, lead, and gypsum 

Coal, lead, iron, and salt .... 

Coal, lead, silver, iron, &c . . . . 

Lead, copper, silver, antimony, 
zinc, and iron 

Coal, iron, lead, &c 

Coal, lead, zinc, and cooper . . 

Ditto ditto r 

Ditto ditto 



Total 



350 
150 
100 
100 
50 
120 
100 

100 
100 
200 
150 
S50 



1,770 



The annual value of the mineral productions b X37,622,000. 
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It q^pesn that the Anny, induding the Irish 

forcei^ and those abroad, consisted of 131,000 

of which 42,000 were at home; only a small 
portion of these were insured or insurable. 

The royal and commercial Navies together num- 
bered (including marines, pilots, harbour- 
masters, and all persons engaged in inland 
navigation) about 29(^000 

The following comparison of the Mining interest with 
the Manufacturing, also tends to show that the imp(»rtanoe 
attached to the mining classes is not exaggerated : — 

Mining 2,000,000 

Cotton 377,662 

Wool and Worsted 167,296 

Silk 83,773 

Flax and Linen 85,213 

Hose and Lace 96,302 

The Manu£EU^turing interest includes weavers, 
dpinners, factory children, and workers ; but 
nearly one-half of the total number are 
women, or female children under twenty 

years of age 810,246 

The number of persons directly or indirectly 
employed in the various branches of the 

Building Interest is 700,000 

The Licensed Victuallers, from the same re- 
turns, number 101,000 

The Pawnbrokers, by the same official state- 
ment, are computed at 2,693 

Their collaterals may be taken at as many more. 
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The following summary will place this branch of the 
subject in a correct point of view : — 

The Mining population^ niunbering upwards of 2,000,000 

The Clerical, Legal, and Medical 180,000 

The Army, Navy, and Marine 290,000 

The Licensed VictualleTB 100,000 

The Pawnbrokers 6^000 

The Architects and Builders 700,000 

The Manufaictamng (exclusive of females, ajbd 

chilirOT of ib<yth sexes) 350^000 

Total 3,626,000 



The Mining interest being computed at upwards of 
2,000,000, being more than double the whole of the 
Manufacturing population, and more than equal that of 
the Legal, Clerical, Medical, Army, Navy, and Marine ; 
the Licensed Victuallers, the Pawnbrokers, and the Ar- 
chitects and Builders. 
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COMPARISON OF THE POPULATION OF 
THE BRITISH EMPIRE WITH DIFFERENT 
STATES OF EUROPE. 

The inhabitants of the United Kingdom^ 
according to the returns made in 1845^ 
numbered about 20,000,000 

The Colonists, subjects, and tributaries in 
the Colonies and settlements belonging 
to the British Empire, amount to about 136,079,000 

Total about 156,079,000 

There are only three European States with a popula- 
tion more numerous : — 

Russia about 63,000,000 

Austria „ 37,000,000 

France „ 35,000,000 

Total 135,000,000 



But, taking the whole British Empire, it is certain that 
no other state in the world is peopled so extensively, except- 
ing the Chinese,* whose superiority in this respect is doubt- 
ful, because Chinese statistics are not to be depended upon. 
The British Empire is more than double the size of all 

* The population of China, according to Lord Macartney, in 1795, 
was 333,000,000 ; but later accounts make it 200,000,000. 



Digitized by VjOOQIC 



GENBBAL POPULATION, ETC. 17 

Europe, and it is more than four times as populous as 
France, twice and a-half as Rusda, and amounts alone to 
the imited population of Russia, Austria, France, Prussia, 
Spain, and Holland. The whole human race 'is estimated 
at 800,000,000; the British Empire at 156,000,000; so 
that its population comprises upwards of one-fifth of the 
human race* The population tributary or subject to 
the British people numbers exactiy five times its own 
amoimt. 
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CHAPTEB H. 

HISrOEICAL VIEW QF THE TABLES OF 
MOETALITY. 

This subject is divided into three parts: — In the first 
we shall give a brief sketch of the law of mortality ; in the 
second part we shall demonstrate the probabilities and the 
expectation of life ; in the third part we shall give the 
history of this branch of knowledge on the comparative 
merits of the different tables of mortality, with as much 
brevity as appears to be consistent with the chief object — 
that of conveying correct and useful information. 



LAW OF HUMAN MOETALITY. 

When the uniformity of anatomical structure in dif- 
ferent individuals of the human species is considered, and 
the great power possessed by the human body of so adapt- 
ing itself to the circumstances which it is placed in as 
to avoid injury from changes in those circumstances, it 
will appear natural to expect, i priori^ that when the 
circumstances of the people are not greatly different, the 
law of mortality will be nearly the same ; and from a com- 
parison of the best tables of mortality yet constructed, it 
is believed that this expectation will be realised, whenever 
a sufficient number of correct observations shall have been 
made, under circumstances sufficiently varied. 
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The law of htiinan mortality is, that when a sufficient 
number of observations have been made to determine how 
many persons ont of a ^ven number hora alive had^ <m 
an average, been dead at the end of each year, until the 
whole had died, then a table representing the numbers 
remaining alive at the end of each year would be what is 
ordinarily termed a table of mortality ; and such a table 
will fiimish us with the means, of measuring the proba- 
bility that an individual of any given age will live to the 
end of a specified term. 

The most simple mode of ascertaining the actual number 
of deaths which, on an average, takes place in the several 
years of life among a given number of persons alive at 
the beginning of each year, would be to record the births 
of a large niunber of children — say 100,000 — and then 
take a correct account of the numbers that remained alive 
at the end of the first year, at the end of the second year, 
and the third year, and so from year to year, until the 
whole niunber became extinct ; these numbers being ar- 
ranged in the order of the several years of age to which 
they applied, and the differences between each two suc- 
cessive in&cmB in sudi table would be the numbers dying in 
the several years of life. The sum of those differences 
would evidently be equal to the number bom. 

Thus, of 10^000 persons alive at the age of 20, 70 would 
die in the following year, and consequently there would be 
1^890 living at age 21. Now, if it be required to deter- 
mine the probability that a person aged 20 would live one 
year, or to the age of 21, we should say (assuming that 
the ftcts would correepond with the mortality table), that 
there were 10,000 possible cases by which the event may 
happen or fail — that is, that there were 1^,030 which 

ff3o 
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favoured the person being aliye^ or the happening of the 
event, and 70 cases which &voared his being dead> or the 
fiiiling of the event. 

The process by which the conclusions are arrived at 
upon a subject of so much uncertainty as the duration of 
hiunan life, are based upon observations in different 
countries and at various times during the last 150 years, 
exhibiting the actual number of births and deaths which 
have occurred in a particular locality, and during a certain 
specified period ; showing the relative proportions of births 
and deaths, the average duration of life among particular 
classes, the actual number of deaths at various ages, and 
out of a certain number bom on the same day the precise 
number which were living in each succeeding year, from 
one year to one hundred. 



METHOD OF CALCULATING THE CASUAL- 
TIES AND PROBABILITIES OF THE 
CHANCES OF LIFE. 

Whilst nothing is more certain than that the laws of 
mortality are constant in their operation, so, on the other 
hand, it is equally certain that it is impossible to obtain 
any approach to conformity in the cases of isolated families 
or small bodies of men. It is only in masses that the re- 
sults are found to be imvarying. 

In a single parish a whole street may be desdated ; a 
angle family may be exterminated; but these calamities, 
which fall so heavily upon the individual suffisrers, are un- 
known to the great bulk of society. Of two men, the 
stronger and healthier dies ; of two ships exposed to the 
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6ame gale, the crazy bark arrives safe, whilst her sturdy 
consort sinks beneath the tempest's shocks. 

Each succeeding year witnesses a gradual diminution in 
the number of violent deaths, the efforts of science and 
the growth of knowledge giving to man a greater power 
over the climates; but we still hear of mines being blown up, 
despite the invention of the **Davy ;" floating-belts and life- 
boats cannot prevent shipwreduEi, or save more than a limited 
number ; and all the art of the physician is often exerted 
in vain by the bedside of the young man, whilst the aged 
sufferer survives as if by miracle. 

But with the whole population the duration of human 
life, which to ordinary observers appears so mysterious, 
is subject to laws as exact as those which regulate the 
recurrence of the seasons, or other natural events ; and 
the number of deaths to be expected yearly at each par- 
ticular age may be anticipated with such precision as to 
be entirely relied on. 

The imiformity in the number of deaths is remarkable ; 
the excess or diminution in one year rarely exceeds the 
average niunber. If we exclude the aged, the infants, 
and that portion of a population which is most exposed to 
the casual influence of disease and want, the variations 
from the mean number will be still less ; and it is always 
found that the variation is on the side of longevity, it 
being a fact that for the last fifty years the rate of mor- 
tality has been very gradually, but progressively lessening. 

Mr. Charles Babbage, in his treatise upon insurance, 
says, " Nothing is more proverbially imcertain than the 
durationof human life, when the maxim is applied to an indi- 
vidual; but there are few thingsless subj ect to fluctuation than 
the average duration of life in a multitude of individuals." 
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The number of births, marriages, and deaths/ the rdbi- 
tive proportions of the sexes, the number of ships cast 
away, of houses destroyed by fire, of suicides, one year 
with another, are foimd to be nearly equal during equal 
periods of time. 

Thus it will be found that out of any large numbers of 
persons at a particular age the deallis during the ensuing 
year will be a certain number. 

Take 10,000 persons of the age of fifty^rwo, we are as 
sure as we are of the times of eclipses, and the rising of 
the sun and moon, that the deaths among them next year 
will be about 150. 

The average duration of life is now ascertained with 
such minute accuracy that it may be dealt with with more 
certidnty than any other commodity, if we may thus 
express ourselves. 

The fluctuations in com and in gold, either of which is 
firequently referred to as the standard of value, have in 
the former amounted to cent, per cent, and in the latter 
to thirty to forty per cent, in the space of two or three 
years ; whilst the diflFerence between the mortality of the 
best and worst years of human life has never exceeded 
ten per cent. — ^that is, if out of a given number of certain 
ages the average of deaths is 100 in the year, no more 
than 105, or fewer than 95, will die in the given 
time. 

" In the year 1840-1 a million children (1,014,461) 
were bom in England, and their births were registered. 
If the mortality should remain the same, the life table 
will enable us to follow this million, and to determine how 
many will be alive, and how many will die, through the 
several years of the next century, until they have all 
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returned to the earth £rom whence they came, and have 
been replaced by other generations destined to pursue tiie 
same road. To bring the observation within narrower 
limits, let us take 100,000 as the basis of the observation, 
and, from the proportions of the two sexes registered, it 
will be found that 51,274 of them were boys, 48,726 gbls ; 
and here it will be recollected that they are not Govern- 
ment annuitants, nor persons who have assured their Uves, 
nor selected lives, nor the inhabitants of any particular 
town — ^but tiie children of all ranks and classes of Eng- 
lishmen, some of them bom in halls and palaces, and sur- 
rounded by all the luxuries and conveniences of life ; 
others bom in huts on the mountain side ; in the cellars 
of ill-constructed cities; in lodging-houses, in cottages, 
farm-houses, or such dwellings as our towns a£Pord. Let 
it be assumed that the 100,000 were all bom on the same 
day, the Ist of January, 1841. 

" Of the 100,000 children bom, according to the sup- 
position, on January 1st, 1841, only 85,369 were alive on 
January 1st, 1842. They were exactly a year old, and 
are placed agidnst the year '1' of the table; 14,631 
perished in the first year, the fourth part of them in the 
first month of life. This is a smaller proportion of deaths 
than people have been led to suppose occur in the first 
year; but the facts leave it undoubted that this number of 
children survived in 1841, out of 100,000 bora. On 
January 1st, 1843, the survivors were two years old, and 
in number 80,102 ; 5,267 died in the second year. On 
January 1st, 1846, the fifth year of age will beattained, and 
there will be 74,20 1 livii^. In the first five years, therefore, 
25,790 of the 100,000 bom died during this period, 
when they were at home, and under the mother, and en- 
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countered the contagious diseases whicli beset the begin** 
ning of life ; their safety depended ver j much upon the 
power of the parents to supply them with food and 
raiment ; upon the mother's watchfulness and cleanliness ; 
upon the air they were doomed to respire in imprisoned 
courts and alleys, or in the fresh open atmosphere of 
healthy country districts. During the next five years, 
when they have left home, and when^ as it appears from 
the Parliamentary returns, great numbers pass part of 
their day at school, the mortality becomes less considera- 
ble; 70,612 are alive at the age of ten; and from the 
age of ten to fifteen, when those * who laboured with 
their hands' begin to follow the plough — enter the 
factory — or descend the mine, — the loss of life re- 
mains small; 61,627 will live to the age of fifteen. 
At this age the loss of life among girls is greater than 
the loss of life among boys, fuid it continues so for tibe 
next five years, when both sexes are more detached 
from the care of their parents, and the majority pursue 
the professions or trades by which they afterwards gain 
a livelihood. The mortality appears to increase rather 
rapidly from twelve to fifteen, and then at a slow, regular 
rate from fifteen to fifty-five : 66,059 attain the age of 
twenty. It was observed that 51,274 boys were bom 
alive to 48,726 girls, but Jbhe mortality in infancy is 
greater among boys than girls; so that 31,951 males attain 
the age of twenty-five, and 31,623 females attain the age 
of twenty-four. This is about the average age of mar- 
riage in England, and the number of the two sexes is then 
nearly equal. About four-fifths of the males who attain 
the age of manhood marry ; the proportion of women who 
marry being the same. It might have been supposed that 
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the peculiar danger wliich women encounter at this age 
increases their mortality; it does so, but less than the 
mortality of males is increased ; 53,301 of the 100,000 
persons bom attain the age of forty-five — ^namely, 25,311 
men, and 24,990 women. The chtmce of living from 
twenty-five to forty-five is rather in favour of English 
women. The violent deaths of men, in rivers, and the sea 
coasts, in mines, in the streets, in travelling, in their dan- 
gerous occupations ; the mental agitations and anxieties, 
terminating imhappily sometimes in suicide ; the accumu- 
lation of workmen in ill-ventilated shops, or the service inim- 
healthy climates, counterbalances the dangers and sorrows of 
child-bearing. At the age of fifty-five this generation will 
have given birth to and brought up the generation by which 
it is to be succeeded ; a more rapid rate of mortality will 
then set in, and tnore than a thousand die every year; yet 
37,996 will be alive at the age of sixty, and 24,531 attain 
the age of seventy (11,823 men, and 12,708 women — ^being 
less than that of men after fifty-five). The mental facul- 
ties, ripened and developed by experience, will not protect 
the frame from the accelerated and insidious progress of 
decay ; the toil of the labourer, the wear and tear of the 
artisan, the exhausting passions, the struggles and strains 
of intellect, and, more than all these, the natural faUing 
off of vitality, will reduce the numbers to 9,398 by the 
age of eighty. Here we may pause for a moment. It 
would formerly have been considered a rash prediction, in 
a matter so uncertain as human life, to pretend to assert 
that 9,000 of the children bom in 1841 would be alive in 
1921 ; such an announcement would have been received 
with as much incredulity as Halley's predictions of the 
return of thie comet after the lapse of seventy-seven years. 
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What knew Halley of the vast reakns of sether in which 
that comet disappeared ? Upon what grounds did he dare 
to expect its re-appearance from the distant regions of the 
heavens? Hallej believed in the constancy of the laws 
of Nature ; hence he ventured^ from an observation of 
parts of the comet's course, to calculate the time in which 
the whole would be described, and it will shortly be 
proved that the experience of a century has verified quite as 
remarkable predictions of the duration of human genera- 
tions ; so that, although we little know the labours, the 
privations, the happiness or misery, the calms or tempests, 
which are prepared for the next generation of Englishmen, 
we entertdm little doubt that about 9,000 of 100,000 
of them will be foimd alive at the distant census in 1921. 
After the age of eighty the observations grow uncertain; 
but if we admit their accuracy, 1,140 will attain the age of 
ninety; 16 will be centenarians; and of the 100,000, 
1 man and 1 woman, like the lingering barks of an innumer- 
able convoy, will reach their distant haven in one himdred 
and five years, and die in 1945." * 

The statement of the facts so eloquently given in the 
above passage will have the effect of directing the atten- 
tion of persons to the study of the great science of 
statistics. 

These are the materials, or data, which constitute the 
basis on which calculations relating to the probabilities of 
life are founded. When the calculations are arranged 
under their respective heads, they are technically termed 
tables of mortality, meaning thereby that they exhibit 
expectation or probable duration of life at any given age. 

* Fifth Annual Report of the Registrar-General, 1843. 
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By the term probability or expectation of life is meant an 
average amount of existence which it is supposed will be 
possessed by a certain number of persons of a given age. 

All the computations now made to regulate the values 
of annuities and assurances on lives are founded upon 
observations of this law of nature, whereby to determine 
the amount which an individual should pay for the pro- 
tection of his property from fire or shipwreck, or for the 
securing of a certain sum to be paid to his surviving rela- 
tives at his death. 
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THE DIFFERENT TABLES OF MORTALITY. 

Hitherto no observalionB have been made from which 
the law of mortality may be correctly determined, except 

L Those of Kersseboom in Holland ; 

2, De Parcieux, in France ; 

3- The Swedish; 

4* Dr. Heysham, at Carlisle. 

Those of Kersseboom andDe Parcieux were made only 
with reference to select classes of the people ; the Swedish 
are incomparably the most numerous and extensive ; but 
Dr. Heysham's will, we believe, be found to be best au- 
thenticated, and most correct. 

The first attempt to apply practically the law of pro- 
babilities to human life was made in France on the sys- 
tem of Tontines — ^in which the advantage was gained by 
the longest liver — with Morgen, Necker, De Parcieux, 
Duvillord, and others, most able calculators, in France ; 
and with tables showing the mortality amongst the monks 
and nuns, and amongst the general population at Mont- 
pelier. 

The first tables of the duration of human life were 
produced towards the end of the seventeenth century by 
Sir William Petty, in a series of observations on the bills 
of mortality of London and Dublin. 

The calculations from these tables were inaccurate, from 
the documents being imperfect, not stating the exact 
number of the population among whom the deaths were 
ascertained, with the ages and sexes of the deceased, and 
no note being taken of the visits of strangers to both 
cities ; the consequence was, that no correct data could 
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then be established The first table of mortality which 
had any pretenrion to accuracy and utility was deduced 
from a series of five annual tables of births and deaths^ 
with the ages and sexes, compiled from registers during 
the years of 1687 to 1691, by Dr. Newman, in the city 
of Breslau, in Sileda. 

From these registers Dr. Edmund Halley constructed 
the first tolerably correct tables for ascertaining the true 
value of life annuities, which had been previously cal* 
culated from hypothetical and imcertain data. 

These, however, were discovered to be erroneous, but 
nevertheless sufficiently accurate to illustrate the relative 
duration of life and its consequent value. Dr. Halley 
shows, from the Breslau tables, how the price paid for 
the assurance of life might be justly and scientifically 
regulated, and pointed out the real difference between 
assuring the life of a man aged twenty, and that of 
another aged fifty; proving it to be 100 to 1 that the 
former, and little more than 30 to 1 that the latter, would 
not die in a year. 

Considerable improvement of Dr. Halley's tables was 
made by Mr. Abraham de Moivre, in his tract on ** An- 
nuities on Liv^s," in 1724; by Mr. Thomas Simpson, in 
his " Doctrine of Annuities and Reversions" in 1742 ; by 
De Parcieux, in his excellent " Essai sur les Probabilities 
de la Dur^r de la Vie Humaine," in 1746. 

Though the methods adopted in these works were use- 
ftd at the period when they were published, and proved 
important acquisitions to the science of Life Assurance 
and Annuities, their general deductions were still very 
remote from the truth. 

Dr. Richard Price, in his celebrated " Observations on 
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Reversionary Payments," published in 1769, directed the 
public attention to this species of inquiry, and treated the 
subject in a more general and perspicuous manner, con- 
structed tables of the probabilities and expectation pf life 
deduced from the burial registers of Norwich, Chester, 
and Northampton, from. 1741 to 1780. He took 11,650 
individuals whose births and deaths were recorded in the 
town of ^Northampton, and found that in the first year 
3,000 died ; in the second, 1,367 ; in the third, 502 ; in 
the fourth, 335 ; in the fifth, 197 ; and so on, till the last 
man died at 96. 

The table usually called the Northampton table was 
until within the last quarter of a century exclusively 
used by the Assurance Offices, although the rate of mor- 
tality shown by it has long been known to be above the 
general average of the mortality in England. The result 
has been on the one hand an enormous and useless accu- 
mulation of wealth in the Equitable Society; and an enor- 
mous loss, on the other hand, in the Government Life 
Annuity Office — a loss amounting, it is said, to millions. 

" The Northampton tables are, of any which possess 
the slightest reputation, those least calculated to represent 
the probable rate of mortality amongst a body of assurers. 
They are tables which an experience of thirty years has 
proved to be erroneous throughout a large part, in the 
proportion of two to one." * It will surprise those who 
are uninformed on the subject to be told that, notwith- 
standing the known inaccuracy of these tables, nearly all 
the old Assurance Offices adopt them ; eighteen openly 
avow the fact, and others do not state what tables are 

"* Babbage on Life Assurance. 



Digitized by VjOOQIC 



BIFFEBENT TABLES OF MOBTALITT. 31 

UBed,' but the premiums they require are equally un- 
favourable to the public 

Mr. Baily^ in 1810, made the following judicious obser- 
vations on Life Assurance : — " The tables most used in 
this coimtry at present are those which were formed by 
Dr. Price, from the bills of mortality at Northampton; 
but they derive their importance principally from those 
numerous tables of the value of annuities on single and 
joint lives which are computed therefrom^ and which af- 
ford great facility to the solution of the various cases con- 
nected with this subject In every point of view it must 
appear extremely incorrect to take the rate of mor- 
tality in one particular as a criterion for that of the whole 
country. The observations ought to be made on the 
kingdom at large, in the same manner as in Sweden; 
more particularly as in the real business of life the calcu- 
lations should be general and uniform, and adapted to 
persons in every situation. But till the Legislature 
thinks proper to adopt some efficient plan for furnishing 
these data, we must rest contented with the laudable 
exertions of public-spirited individuab, and avail ourselves 
of the best light which they afford us on this subject." 

The tables of mortality forming the basis of Life 
Assurance calculation are, the Northampton, the Carlisle, 
the Grovemment (Finlaison), and the Equitable; but a 
new rate of mortality, foimded on the average of seventeen 
offices, has lately been prepared, imder a Committee of 
Actuaries. 

The table of mortality now generally used in England 
for the calculation of Life Assurances and Annuities, is 
named the Carlisle table, the most, accurate table of 
mortality existing; it was constructed by Mr. Joshua 
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Milne^ firom observations made by Dr. Heysham^ itt Car- 
lisle, during the period of nine years, from 1779 to 1787. 

It gives a lower estimate of the various chanoes of life 
at all ages than the Northampton taUe* From the very 
superior accuracy of the census, it exhibited a result nu>r6 
favourable by about 30 per cent, to young, and of 20 and 
25 per cent <m middle-age lives; but it also exhibited 
such an extraordinary expectation o£ extended life to the 
very old — making for example, that expectation to a per- 
son of 92 greater by a small fraction than to a person of 
91, and in each case rather more than three years and sr 
quarter, and giving tp a person of 102 an expectation of 
two years and a-quarter more — ^that great doubts were 
entertained by Mr. Morgan, Actuary of the EquitaUe, of 
its general accuracy. It was nevertheless, nearly correctp 
the more favourable result arising from the more accurate 
census, rather than from the superior salubrity of Cariisle, 
as con^ared with Northampton. But the jMrotracted 
vigour of extreme old age is of such rare occurrence that 
it would be dangerous to found money contracts upon sudi 
calculations. 

Experience has found on a minute examinaticm of the 
mortality which has occurred among persons assured by 
seventeen of the oldest London Offices, that the Carlisle 
taUe gives the rate of mortality at every age with extra- 
ordinary accuracy throughout most parts of England 

In the Beport of the Committee of the House of Com- 
mons from 1825 to 1827, on the laws relating to Friendly 
Societies, the comparative merits of the Northampton 
and Carlisle tables are considered, and the testimony of 
the several actuaries confirms the accuracy of the Carlisle 
over the Northampton table of mortality, as also the obser- 
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vations recently published by Mr. Finlaison, and Mr. 
Arthur Morgan. 

Some other estimates of the duration of human life have 
been formed upon averages of lives, deduced from Govern- 
ment annuitants, and Tontine nominees. The principal 
tables of this description are those drawn up by M. De 
Parcieux, from the observations on the decrements of 
life among the members of the French Tontines, which are 
particularly deserving of attention, as constituting the first 
separate tables of mortality for the lives of the two sexes 
exhibiting - the greater longevity in females ; those of 
William Elersseboom, from similar observations among the 
annuitants of Holland; that by Mr. Charles Babbage, 
from the statement of Mr. Morgan, derived from the re- 
gisters of the Equitable Society ; that by Mr. Griffiths 
Davies, Actuary of the Guardian Assurance Office, from 
the same materials ; and that by Mr. John Finlaison, 
Actuary to the National Debt Office, from the Govern- 
ment annuitants and Tontines in England and Ireland, 
computed for the Friendly Societies* Committee in Ihe 
House of Commons. 

Having thus shown the gradual improvement of, and 
the comparative rate of mortality, as exhibited by dif- 
ferent tables, we shall now direct the attention of the 
reader to the number of persons living at different ages of 
himian existence. 
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Tables of mortality^ showbg the number of persons living 
at the end of every year out of 1,000 bom at the same 
time, according to the following table of mortality : — 
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From a reference to the Carlisle table it will be seen 
that 154 children in every 1,000 die before they are twelve 
months old, and that only three out of four survive their 
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third year. At the age of 41 the balance between life 
and death se^ms equals as the number of snrviyors is then 
reduced to one-half; at 69 one in four only survives, and 
at 102 the whole have been swept away. Looking at the 
ages in which the number of deaths are fewest, we find 
that— 

From 9 to 15theaverageyearlymortalityis3 in 1,000 
„ 15 to 28 „ „ 4 in 1,000 

. „ 28 to 39 „ „ 5iin 1,000 

„ 39 to 56 „ „ 7 in 1,000 

The following tables show the expectation, or mean 
duration of life for every fifth year of age (from 10 to 85 
inclusive) according to the Northampton table, the Car- 
lisle table, Mr. Arthur Morgan's table of the Equitable 
experience, the Seventeen OflSces' table, and Mr. Fin- 
laison's table, calculated for the Friendly Societies' Com- 
mittee of the House of Commons in 1825. 

Expectation, or mean duration of life, according to each 
of these tables, is as follows : — 
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MORTALITY OF DISEASE. 

The following statements, dwived chiefly from the se- 
cond, thir^, and fourth Reports of the Registrar-General, 
and from Mr. F. G. P. Neison, refer exclusively to ages 
between 15 and 60 years, the period most important to 
an Assurance Office. 

The deaths in the Metropolis from 1840 to 1842 were 
from allcauses 30,518,and from consumption alone, 10,608, 
showing that more than one-third of the total deaths of 
that period of life takes place from the prevalence of a 
single disease. With respect to the existence of other 
diseases, such as asthma, dropsy, diseases of the head, 
heart, &c., more than one-half of the whole population 
would, on medical examination, be refrised admission into 
an Assurance Office. 

In Birmingham, Liverpool, and Manchester the deaths 
from all causes per annimi are about 5,023 ; while those 
from consumption are 1,988, more than one-third of the 
total deaths. In six of the largest and most populous 
towns of Scotland the deaths in a given period from all 
causes amounted to 23,078 ; those from consumption alone 
to 6,359; and from six important diseases, 9,754; the 
latter forming more than 42 per cent, of the deaths from 
all causes. The returns from the City of Glasgow for 
1836-40 show that the deaths in that period from all 
causes were 14,107 ; ifrom consumption, 4,087 ; and from 
five diseases, 6,423 ; being more than 45 per cent of the 
total deaths. 

The mortality of the general population has frequently 
been referred to as an example that the fluctuation of the 
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average duration of life seldom varies from that expected 
by the tables on which its calculations are founded^ and 
experience proves there is more certainty with respect to 
diseased lives than with the general population. As this 
fact is of vital importance to the interests of society^ and 
deserves to be considered^ we will select the deaths from 
consumption simply. 

The fluctuation of mortality from all causes in Glai^w 
is as high as 45 per cent.; while the deaths from consump- 
tion in the Metropolis are only 9 per cent» or one-fifth of 
the total deaths. In Manchester^ Liverpool^ and Birming- 
ham the fluctuation does not exceed 3 per cent. Among 
nine diseases of the Metropolis, including asthma, dropsy, 
rheumatism, disease of the liver, of the heart, of the 
nervous system, &c, the fluctuation was only 7^ per cent. ; 
and in five diseases in a different district, the fluctuation 
was about 7 per cent. ; while among eleven in another 
locality, the fluctuation did not exceed 6*2 per cent. ; and 
taking the principal towns in England, including Man- 
chester, Liverpool, Birmingham, Leeds, Sheffield, &c., the 
fluctuation over eleven of the mor^ important diseases was 
6*4 per cent 
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EXPECTATION OP DISEASED LIVES. 

The value of life generally is much greater in the 
country districts than in large cities, but of those who 
suffer from disease the value of life is nearly equal. 

The expectation of life at the age of 30 in the rural 
districts is 36*7 years ; in cities (Glasgow), 27*6 years — dif- 
ference nearly 33 per cent ; but take the case of persons 
of that age who will ultimately die of consumption, and 
their expectation of life, in the coimties of Essex, Suffolk, 
and Norfolk, will be found to be 14*5; in cities (Glasgow) 
14*4 ; and in the Metropolis, Manchester, and Birmingham, 
13*9 — difference, 0*17 per cent, (or 1*57 per cent) It ap- 
pears that while the difference between the country and 
town life is about 33 per cent, in diseases (consumption) 
the results are almost imiform. 

The preceding remarks apply equally to other diseases, 
which have been investigated ; hence it appears that the 
fluctuation of the law of mortality being confined within 
a very narrow limit, must consequently be much less than 
among the general population, and that the risk of assur- 
ing diseased lives is to that of average lives as 9 to 45, or 
only one-fifth. 

This result shows a remarkable uniformity in the law 
which determines the mortality of disease, and produces 
the conviction that it is as certain as that which regulates 
the general population ; indeed, there seems to be nothing 
within the whole range of the doctrine of probabilities so 
well defined as diseased lives. It may be remarked that 
in applying the test of fluctuation of disease it has not been 
confined to one class of lives or place, but extended to the 
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principal tow^s in England and Scotland^ as well as to 
many country districts in England. This has afforded the 
means of estimating the effects of localities and the sanitary 
condition on the duration of life. 



RATE OF MORTALITY. 

We now proceed to show the rate of mortality used for 
computations to regulate the value of Life Annuities and 
Assurances. 

In the year of 1844, at the age of 32, the mortality of 
males for the whole of England and Wales was 1 in 95. 

The mortality in England was 1 in 45 annually ; in 
the Manchester Unity of Odd Fellows it was 1 in 106 ; 
and for all classes of friendly societies, at the age of 32, 
the mortality was 1 in 128 ; while for the rural districts 
it was 1 in 109 ; for the town districts, it was 1 in 110 ; 
and for the city districts it was 1 in 102. 

The mortality in the British army is 49 in 1,000 ; that 
of men imder 25 years of age amoimts to 24 in 1,000 ; 
while among those above 40 years it is as high as 1^6 in 
1,000. 

Of the rate of mortality for the several coimUes of 
England on the average of the l^t fifty years, Cornwall 
has the advantage of being the most healthy coimty in 
England, the deaths there being fewer than in Wales, 
notwithstandbg the many casualties occurring on its ex- 
tensive sea coast and in its mines. 

The greatest degree of longevity is found in the rural 
districts and villages, and the greatest mortality in thpse 
counties wherein manufactures are carried on, and in 
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which there are large towns. It appears that the most 
unhealthy town is Lancaster. 

In addition to the foregoing fiacts it is foimd that out of 
10,000 persons buried 

In London 36 had reached 90; 2 to 100 years 
England 89 „ 4 „ 

Cornwall 137 „ 6 „ 

Wales 211 „ 13 

The mean age of the people of England is 32, and the 
mean time which they will live is also 32. 

In Austria the mean age is 29, and in Russia it is be- 
low 27. , 

In England husbands and wives marrying at the age of 
25, on an average live 27 years ; if the male be 40 and 
the fbmalie 30, the average is 21 years. In the former 
case, the widows survive their husbands 10 years, the 
widowers their wives 9 years ; in the latter, the widows 
survive 13 years, the widowers live 5 years after the death 
of their wives. 

The average duration of life is greater and the increase 
more rapid in England than in almost any foreign city or 
dtate in Europe. London stands with respect to Paris in 
the scale of health as 40 to 32 ; to Leghorn, as 40 to 35 ; to 
Naples, as 40 to 28^ ; to Rome, as 40 to 24 ; and to Vi- 
enna, as 40 to 22^. The yearly mortality in the latter 
city is nearly five per cent, of the whole population an- 
nually.* 



♦ John Hogg, M.D., on " Health and Habits of the People," 
John Macrone, St. James*s-square : 1837, p. 83. 
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The following table shows the rate of mortality in 
England as compared with some of the principal European 
states: — 



England 


lin45 


France 


lin42 


Prussia 


lin38 


Austria 


lin33 


Netherlands 1 in 29 


Russia 


lin28 



Such are the materials that exist for constructing tables 
to calculate the probable and average, or mean duration 
of ordinary existence, as well as for the various calcula- 
tions of annuities and assurances on lives of different 
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CHAPTER III. 

RISE AND PROGRESS OF LIFE ASSURANCE. 

When we consider the wonderful effects which commerce 
has produced on the manners of men — ^when we observe 
that it tends to remove those prejudices which generate 
dissensions and animosities ; that it unites mankind by the 
strongest g£ all ties, the desire of supplying mutual 
wants; and that it disposes them to peace and concord, 
by establishing in every community an order of men 
whose interest is to preserve public tranquillity, we are 
led to think that the history and progress of it would not 
only be amusing, but highly important and instructive to 
the inhabitants of every civilised society. 

Such a work would be, in fact, the history of the inter- 
course and communication of maiJdnd, and must neces- 
sarily abound in events the most interesting to every 
social being, but particularly to the people of this coun- 
try, whose great importance in the eyes of Europe 
originated in commerce, and will endure as long only as 
attention continues to be paid to the commercial inte- 
rests of the kingdom. 

Insurance forms a very distinguished part of conunerce, 
and therefore it cannot but be agreeable to the scholar, as 
well as to the statistic, to trace this branch of commerce 
to its source. 

Insurance is a contract by which the insurer under- 
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takes. In consideration of a premium equivalent to the 
hazard incurred, to indemnify the person insured agfunst 
certain perils or losses, or to pay him a certain sum on the 
occurrence of some particular event. 

The utility of this species of contract in a commercial 
country is obvious, and has been noticed by very distin- 
guished writers upon commercial affairs. 

Insurance affords great security to the fortunes of pri- 
vate people, and by dividing amongst many that loss 
which would ruin an individual, makes it press lightly 
upon society. This security tends greatly to the advance- 
ment of commerce, because the risk of transporting and 
exporting being diminished, men will more easily be in- 
duced to engage in an extensive trade, and to join in 
hazardous enterprises, since a failure in the object will 
not be attended with those dreadful consequences to them 
and their &inilies which must be the case in a coimtry 
where insurances are imknown. 

The origin of insurance, like that of many other cus- 
toms which depend rather upon traditional than written 
evidence, and for the honour of inventing and introducing 
which rival nations contend, has occasioned much doubt 
amongst the writers upon commerce. Indeed, it is in- 
volved in so much obscurity, that after all the researches 
whidi have been made on the present occasion, any very 
satisfactory conclusion cannot be promised. One truth, 
however, is dear, that wherever foreign commerce was 
introduced, insurance must have followed as a necessary 
attendant, it being impossible to carry on any extensive 
trade without it. 

Some of these writers have ascribed the origin of this 

contract to Claudius Caesar, the fifth Roman Emperor, on 

£ 2 
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account of a passage to be found in Suetonius ; other re- 
spectable authorities have given the honour of it to the 
Bhodians ; thus laying a foundation for the idea entertidned 
by many, that insurance had obtained a place in most of 
the ancient codes of commerce. 

In the French Book, entitled ^^ Le Guidon," published 
in 1661, we find it mentioned as a contract perfectly well 
known at that time in other coimtries. The author of 
that book, however, tells us, in the same passage, that it 
was a species of contract wholly forbidden in France,* as 
being repugnant to good morals, and as opening a door to 
a variety of frauds and abuses. Such, indeed, the law of 
France continues at this day ; and at present Life Assur- 
ance in that country is only tolerated, and does not exist 
to any considerable extent. 

The Lombards came into England in the thirteenth 
century, and it is universally agreed that whatever may 
have been the origin of insurances, they were introduced 
into England by that active and industrious people. 

As a legal and commercial system, insurance of ships is 
to be traced to the early part of the sixteenth century, 
from which time it appears to. have advanced in Spain, 
Italy, and Holland. In England, the first regulations 
concerning it are referred back to the year of 1661. 

But it is evident that the practice of granting assur- 
ances upon lives, having for its object the securing of sums 
of money, payable at death, by annual contributions dur- 
ing life, must have been uncertain until the probable dura- 



♦ In 1681 it was forbidden by ordinance as " contrary to morality; 
it being an offence against public decency to set a price upon the life 
of a freeman, which is above all valuation/' 
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tion of Ufe at every age was ascertained^ according to 
scientific principles. 

The first scheme of importance, and which stands forth 
as the foundation of Life Assurance, was the system of 
Tontinesy invented by Lorenzo Tonti, or Tontine, a Nea- 
politan, in 1653. The plan was this : — 

A certain number of persons clubbed together a speci- 
fied sum (without reference to age or sex) annually, and 
«t the expiration of each year the interest of this fund 
was divided amongst the subscribers who were living ; 
and so on, fiiom year to year, until the last survivor re- 
ceived the whole of the interest. 

This novel scheme had all the appearance of a profitable 
investment, tmtil an inquiry was instituted to ascertain 
what became of the principal sum subscribed, as the in- 
terest of the fund only was awarded. This was fatal to 
the invention. When this glaring error was brought to 
light, a limited number of years was fixed for the con- 
tinuation of the Tontine, and the amount originally sub- 
scribed received by the member who survived. At the 
expiration of that time, this plan, from its great inequality, 
4id not meet with general approbation, as many died with- 
out receiving any advantage whatever for their subscrip- 
tions ; and others, longer lived, received, in many cases, 
nearly three hundred times the amount advanced. 

Li 1689, the last survivor of a Tontine in France was 
a widow, who at the period of her death, at the age of 
ninetyHHX, enjoyed an income of 73,500 livres (£3,062 10s.) 
for her original subscription of 300 livres, of the value in 
British currency of only £12 lOs. 

The present system of Life Assurance was introduced 
about the middle of the seventeenth century. 

The first Life Society established was the Amicable, 
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incorporated by royal charter, in the re^ of Queen 
Anne, in 1706, the prindple of which was the mutoaL 
So little was known of the value of human life at different 
ages, that the business consisted merely in receiving an- 
nual subscriptions of the same amount fixmi members of 
all ages, which were invested at interest, and the profits^ 
if any, after payment of losses, were added to the policies 
of those who died within the current year, and if the nett 
profit were £1,000, and ten members died, thdr repre- 
sentatives received, in addition to the sum assured, £100 
each ; andif only one died, his estate acquired the £1,000. 

The ages of members were between twelve and forty- 
five, and the premiiuns were the same on all ages — viz., 
entrance, £7 10s. per share ; annual premium, £5. 

The London Union, 1741, the Boyal Exdiange, 
and the London Assurance, in 1720 and 1721, were 
next, proprietaries. The Equitable was established in 
1762, and the parties insuring paid £5 per cent, without 
reference to age ; but it made littie progress till the year 
1782, when the large premiums were reduced, and a new 
airangement, based upon the Northampton tables, with an 
addition of 15 per cent, was adopted. This society, 
which commenced with a few humble individuals, during 
the first few years of its establishment languished in ob* 
scurity with a small capital, and a still more ins^nificant 
income ; but in the progress of this gigantic institution, 
it was removed from a state of indigence to that of opu- 
lence, and possessed in 1815 a stock or fond of twelve 
millions. 

Upon examining the progress of Life Assuram^e in 
Europe, we find those countries whidbi rank higheBt in 
civilisation, and are noted for prudence and ferethoiJghl^ 
are tiiose which have most readily availed themselves of 
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its benefits; as^ for instance, Ibgland, Holland^ and Soot- 
knd: conunercially speaking, France takes a rank lower 
ituin England. In 1841 the population in this country, in* 
eluding Wales, was about fifteen millions. In France it ex- 
ceeded thirty-four millions; yet in the former thepe were up- 
wards of a hundred Life Offices, andin the latter only three. 

Hie foUowii^ statement furnishes the clearest view of 
the advance of insurance to the present iima, exhibituig 
remadbkble results. 

The number of Insurance Offices estaUid^ed bom the 
commaicement in 1706, until the end of 1847, showing 
the number founded in each year : — 



1706 


... One. 


1810 ... One. 


1835 ... Thi»e. 


1714 


... One. 


1815 ... One. 


1836 .., Five. 


1720 


... One. 


1819 ... One. 


1837 ... Seven. 


1721 


... One. 


1820 ... Two. 


1838 ... Seven. 


1762 


... One. 


1821 ... One. 


1839 ... Three. 


1792 


... One. 


1823 ... Four. 


1840 ... Six. 


1797 


... One. 


1824 ... Seven. 


1841 ... Four. 


1803 


... One. 


1825 ... Four. 


1842 ... Three. 


1805 


... One. 


1826 ... Three. 


1843 ... Four. 


1806 


... Three. 


1831 ... One. 


1844 ... Nine. 


1807 


... Three. 


1833 ... Two. 


1845 ... Thirteen. 


1808 


... Two. 


1834 ... Five. 


1846 ... Five. 



In 1820 there were only twenty Insurance Offices exist- 
ing in the United Kingdom. In 1830 their number wa$ 
exactly doubled, being forty. In the next ten years, or 
in 1840, they had again just doubled — they amounted to 
eighty. Singular as it may seem, the increase has since 
proceeded in a like decennially progressive ratio (doubling 
every ten years), for, in the five years dnce 1840, just 
forty new offices have been added to the number then 
existing ; making one hundred and twenty established at 
the close of 1845. 

Ten other life Offices have been established from that 
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period to the end of 1847 ; so that there are abotit 130 
Insurance Offices in Great Britain and Ireland^ which may- 
be stated thus: — 53 established prior to 1835^ and 77 
between 1835 and 1847. 

It appears that of about fifty-four proprietary Assurance 
Companies, the shares in about forty of them are, notwith- 
standing the depressed state of the money-market, at 
various premiums; several as high as £30, with £2 paid; 
others as low as £4 7s. 6d. upon the same amount (£2) 
paid up. There are about six at par; about four at small 
discount ; and it is unknown to which of these classes the 
remainder belong, — ^probably &om the transfer-books being 
closed. 

Of these fifty-four proprietary companies the highest 
amount paid up is £55 on £250 shares, or nearly one- 
fourth ; the lowest 10s. on £20 shares, or one-fortieth. 

The following table, derived from twelve diBferent com- 
panies, will exemplify the value of this mode of invest- 
ment, and show that excellent dividends have been p^d 
on the capital ; — 



OFFICES. 



Number 

of 
Shares. 



Amount 
of each 
Share. 



Amomit 
paid up 
pr. Share 



Present 

price per 

Share. 



Profit 
per 
Cent. 



Attirage Sam 

paid on 
20/. Share. 



Albion 

A^lanceLlfe 

Atlas Life 

British Commercial 

Clerical, Medical, & General 

Crown 

Eagle 

ImperialLife 

LawLUb 

Legal and General 

Medical, Inralid, & General. 
Bock 



2,000 
50,000 
24,000 
12,009 

5,000 

20,000 
7,600 
10,000 
20,000 
10,000 
200,000 



£ 
500 
100 
50 
50 
100 
50 
50 
100 
100 
50 
50 
5 



s. d 



£ s. 

76 

17 10 

14 2 

5 3 

20 

11 

5 3 

14 10 

46 

4 10 

2 10 

4 5 



£ s.d. 
60 
59 
160 
17 10 
100 
120 
17 10 
46 



360 
126 
25 
750 



s. d. 





Notwithstanding the adoption of Life Assurance in this 
country so early ad the reign of Queen Anne, its subse- 
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quent extension and progress did not take plaee till 
the commencement of the present century; when the 
bnidness of Life Assurance was carried on to a great 
extent. 

The progress is connected with the unimpeded advance 
of the population during the last half century. The middle 
classes in the United Kingdom, who form the bulk of 
Life Assurers, have multiplied at a far more rapid rate 
than the ranks above or below them. 

Beddes this tendency to expansion, they are also in- 
creased by the advance of individuals from the labouring 
classes, and the adoption by the jimior branches of the 
aristocratic families of enterprising and speculative oc- 
cupations, which have a tendency to enlarge the field for 
Life Offices. 

The progress which the principle has made within thelast 
twenty-five years, in the peculiar facilities which the system 
affords for the promotion and advancement of sectional 
interests, is a marked feature in the history of the Life 
Offices. 

Almost every separate industrial interest, and every 
professional occupation of any importance, has now its own 
Life Office ; or some office has assumed the name of such 
class interest. 

The divisions and subdivisions of the Life Offices to 
represent particular occupations or professions operate ad- 
vantageously. 

By appealing to class feelings or prejudices, and by ex- 
citing the class emulation, many persons are stimulated to 
insure their lives, who might otherwise never have been 
prompted to take the wise and prudent step at all ; while 
others, who though fully alive to its advantages, and fiiUy 
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intending to embcaoe them^ yet go on hesitating and ooh'* 
sidering before they embwck therein, wiU probol^ly be in-^ 
duced to act promptly by the immediate influence of tiiat 
class rivaby and class affection. 

Thus the field for assurance is actually enlarged con- 
siderably by that very feature or distinction in the offices, 
and in this light alone such nominal divisions and distinc- 
tions operate both usefully and advantageoudy • 
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DIFFEEENT SYSTEMS OP ASSURANCE. 

In the former ohnpters we have traced the progreas of 
liif e AsBuranoe hdm the first rude and speculative idr 
temptSy commencing in the reign of Queen Anne, to 
the state of precision and accuracy to which the labours 
of M(H*gaD, Baiiy, Milne, Babbage, and others hare 
brought it. 

We have next to examine the different systems under 
which Life Assurance is now carried on to such enormous 
extent in England. 

The associations fbr Life Assurance are divided into 
three classes — ^namely. Proprietary- Companies, Mixed 
Companies, and Mutual Assurance Sodbtie& 

PBOPBIETABT COMPAKIBS. 

The first dass maybe termed strictiy Proprietary, as re- 
gulated by a legallyndefined and recognised reqM>nsibiUty, 
and makes the butdness of Life Asnirance an ordinary 
tradmg concern, selling asfiHixances as a merchanifc sella his 
goods, and taking upon themselves the loss and profit 
which would arise &om an increased or diminished rate of 
mortality amongst the assured lives. 

The profits oi the business are divided among the dbuure* 
holders, who subscribe the requisite capital, and are re- 
sponsiUe to the full amoimt of their dtares, but not 
beyond it, for the payment of all claims on policies. The 
assured have no participation in the profits. 
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MIXED COMPANIES. 



The second class embraces two principles — ^namely, the 
Proprietary, or Non-Participatmg one, where the policies 
are fixed and definite in amount ; and the participating 
plan, where the policies of the assured are increased by 
iadding to them a certain portion of the profits of the 
business. These mixed offices are, in fact, only a modi- 
fication of the proprietary system, and all the objections 
urged against proprietary companies may fairly be applied 
to them. Firstly, there is a permanent capital paid up 
for providing the payment of all policies; secondly, at 
stated periods a certain proportion of the profits is divided 
among the qualified policy-holders. 

It is evident, however, that these societies have not 
failed to discover the evils which spring from the constitu- 
tion of a purely proprietary society, and they endeavour 
in some degree to avert them by the adoption of a portion 
of the principle of a mutual society. 

The general history of proprietary and mixed Assur- 
ance Societies demonstrates that their continued prosperity 
cannot arise from any other caude than their receiving 
from the public a rate of premiums which not only frees 
the company from any risk of loss, and so does not re- 
quire the use of capital, but leaves a profit to the share- 
holders; whether the proprietary or non-participating 
method of assurance is carried on separately or in con- 
nexion with other plans, the injustice of it remains in all 
its original force. It is obvious that if these sodeties 
have made profits fix)m their rates, then, with similar good 
management, they should continue to do so, and the pro- 
tection of capital is not required. In that case the 
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assured should not be content with a portion of the pro- 
fits, — ^they should not acquiesce in the impropriety of 
handing over the remainder of the profits to parties who 
incur no risks, when there is a certainty of a portion of 
the premiimis to be paid during their whole lives being 
annually appropriated to the benefit of proprietors un- 
known to them. How is it that sensible men will, without 
any reason or necessity, make such a sacrifice when there 
exist around them institutions of imdoubted stability, 
in which the profits on the whole premiums will be pre- 
served for their benefit ? The mixed companies cannot 
even avoid approving of such a course ; for they venture 
to appeal to public credulity, and are bold enough to say 
that, even while they take a portion of the premiums for 
division among the proprietors, they give the assured all 
the advantages of mutual societies, 

MUTUAL SOCIETIES. 

The third class consists of the offices in which there 
are no shareholders, and therefore no subscribed capital. 
The profits realised by these associations are divided ex- 
clusively among the policy holders. 

" A mutual society is one in which the members stand 
equally related to each other, and constitute the company. 
In such a company no capital is, generally speaking, raised 
at the outset, except, perhaps, a small sum for neces- 
sary expenses at starting. The risk, even at the com- 
mencement, is not great in character, and is small 
in amoimt, and diminishes so much faster than the 
amount increases that it may safely be said there is 
nothing in the commercial world approaching, even re- 
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motelj, to the aecurity of a well-established and pru- 
dently-managed mutual Assurance Society.*^ The essen- 
tial distinction between mutual Assurance Sodeties and 
purely proprietary companies consists in this, that in the 
former the policy holders are each assurers as well as 
assured, and consequently are liable to all the losses, as 
well as entitled to all the profits of the association ; 
whereas the latter are mere trading companies selling as- 
surances to the policy holders. We will suppose that 
ten thousand persons at the age of 52 associate for 
the purpose of insuring to the heirs of those who died 
within a year each £1,000 ; it would be necessary that 
each should contribute as much as would make up the 
sum of £150,000, or a thousand times £150 (the nimiber 
of persons that may be expected to die)— that is to say, 
each of the ten thousand persons would be required to 
pay in £15, with a small additional allowance for the ex- 
pense of transacting the business. The resulting sum of 
£150,000 nett ^ves the representatives of each deceased 
party the desired £1,000; and if a larger number of per- 
sons at certain ages should be determined on — say between 
15 and 60 — spaying each according to his age, and the sum 
proposed to be insured, we should have what is termed a 
mutual society. Generally men do not insure for one 
year only, but for the whole of life ; for which reason an 
average is struck, and they commence paying at a rate 
which will continue the same to the end ; the excess of 
payment in early years making up for its smallness in those 
at the close of life. Such being the practice. Life Assui^ 
a!nce Societies necessarily accumulate large funds, which 

• Professor De Morgan. 
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they increase by pladng at interest in safe investments. 
In order far such surplus fiind to be obtained^ the early 
members must necessarily contribute in a much higher 
degree than the subsequent members to its accimiulation ; 
indeed, there can be no doubt that the very large surplus 
capital possessed by some of the offices has been deriyed 
from the high rates of premium paid by the early members. 

Thus it appears that a mutual Assurance Sodety may 
be a desirable object for policy holders in its maturity, 
but the reverse in its infancy, as a larger amount of con- 
tribution in the latter case is required than would» under 
ordioary circumstances, be necessaiy to provide for the 
claims of the assured* 

. Mutual societies^ however, are based cm the Only plan 
of X4fe Assurance which the public are interested in sup- 
porting. The experience of nearly a century derived 
from upwards c^ a hundred Life CWpanies confirms the 
condi^sion at which scientific anjd ms^thematical investiga- 
tion hs43 arrived, that mutual assurance is the most ad- 
vani^sgeous to the assured. 

: TheMAual reports of estabU^d offices, -such as the 
'Eqpkeihh, which is purely mutual^ the Globe, which ^ves 
BQ p^^q( the profits to the assured, aa^d the semi-pro- 
{Hri#t^^ companies, who g^ye the assured a portion of 
the profits, show that while in aU mutu^ offices the as- 
9ipH^'^ policies have increased in value, in proprietary 
eonipanies the surplus premiuips have been ap^ed to 
ili^r^ase the shares of the projuietors. , 

The <M policies of the Equitable have increased nearly 
600 piw ^^t, while .thoB§ of th^ saw^ in proprietary com- 
panies represent only the original sum assured. 

A company of mutual i^urers certainly appears to 



Digitized by VjOOQIC 



56 LIFE ASSUBANOE. 

be the moet desirable for assuring life^ altbaagb one ob- 
jection is urged — ^namely, the want of capital to answer 
the demands o£ the society before sufficient funds accrue 
from the profits. But to meet this necessity, most mutual 
societies provide as a security to policyholders a guarantee 
fund. 

The projectors of the London Life Association sub- 
scribed a guarantee capital of £13600 Bank Stock, until 
the funds of the society were sufficiently large to enable 
them to withdraw it. 

At that time this advance of capital was considered to 
be attended with positive risk, although forty years' longer 
experience of all the Assurance Companies has now 
proved that the capital required is merely nominal, and 
that the annual premitims have been found quite sufficient 
to answer all the demands made on the funds of the 
society ; yet even now few would venture to assure their 
Kves at a new office, however respectably and ably con- 
ducted, without some capital to commence with beyond 
the collective premiums subscribed, or without a respon- 
sible guarantee that the sum assured would be paid in the 
event of their death. This guarantee must, therefore, be 
obtained in the formation of a new society ; and it is but 
reasonable to suppose that those who contribute it will 
expect some equivalent advantage. 

Amongst the many improvements recently introduced 
into mutual societies, is the principle of combining the 
security of a temporary guarantee fimd, to be paid off 
when the profits shall equal the capital advanced, with a 
bonus as remimeration for the advances made and risk 
incurred; thereby relieving the assured from all possible 
loss and responsibility, so often urged as an objection 
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Against mutual societies^ instead of attempting to give the 
assured a full and complete guarantee by an ample capital 
contributed for that purpose, or a capital raised by 
advanced premiums, from 15 to 20 and 25 per cent, higher 
than the average, on the groimd of providing for possible 
contingencies. 

This plan of investing and accumulating an equivalent 
portion of the profits to serve as a reserve fund against 
extraordinary and unexpected claims appears to be better 
calculated to promote the interests of the assured than 
that of an office in which capital is reserved from the 
profits by increased rates of premiiuns. It might be 
easily shown that the loss arising from this sacrifice of 
profits is moderate, especially to older lives, when compared 
with that incurred by assuring in offices making a per- 
manent charge on the premiums for management, &c. 

Thus, in a mutual office, in which the assured have no 
protection against unexpected claims, the premium for 
assuring £1,000 at the age of 40 is £37 15s. ; while the 
sum required to assure £1,000 in an office providing a 
temporary reserve fimd is £32 10s. 

This system is not only a guarantee for the payment of 
claims, but also for thegood management of the office, and is 
the best and cheapest security to the assured, considering 
what the use of capital really is; and the safety of 
starting with a moderate reserve ftmd, with the power of 
paying off such capital as the business of the office 
increases. By this system there will also be always a 
sufficient sum reserved as a security against unexpected 
claims ; and the office will not be over-burthened with an 
enormous permanent capital, as in proprietary and mixed 

F 
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offices, or offices with no reserve fand, charging high rates 
of premium as a substitute for such capital, and the only 
effect of which is to deprive the assured of their fair share 
of profits. 

The proportion of mutual to that of proprietary and 
mixed companies is only as one to eight ; the latter having 
the additional influence of a large proprietary directly in- 
terested in supporting them, besides adopting a more 
liberal system of commission ; and yet, wiA all this pre- 
ponderating influence, some of the older proprietary offices 
have been obliged to wind up, whilst all the mutual com- 
panies have been eminently successfuL 

There is, therefore, not only room, but an urgent de- 
mand for a great increase of Mutual Assurance Societiea 
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AMOUNT OF REAL CAPITAL OF LIFE AS- 
SURANCE COMPANIES. 

The amount of capital published by each office creates 
a most erroneous impression, and of such the most ex- 
travagant opinions are frequently formed. 

It is not necessary to dwell on the importance to the 
public^ as well as to the success of Life Assurance 
Societies, that every institution connected with life con- 
tingencies should have an available capital of an amoimt 
adequate to and capable at any time of being applied to 
the liquidation of all its risks and liabilities. Large actual 
funds in hand, so far from being required, are cumbersome 
and disadvantageous* in the transactions of Life Offices, 
and injurious to the interests of the assured. 

The question whether a subscribed capital is or is not 
really the security to the assured is much dwelt on by 
proprietary companies, and the want of a permanent sub- 
scribed capital has been often urged against mutual 
societies. 

The capitals advertised of £500,000 or £1,000,000, 
have seldom £10 per cent, paid (of all the published 
capitals of the various offices, that of the Globe alone is 
entirely paid up). I£ so large a capital "were in reality paid 
up, it must be a most extensive business which could 
afford to pay an interest of 5 per cent, thereon to share- 
holders, while the society was in fact making very little 
more than 3 per cent, of its capital in the fund?. 

If an office has a subscribed capital of £500,000, the 
assured will have to pay from £5,000 to £10,000 per 
annum for it, which will make a considerable deduction 

F 2 
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from their profits^ if the office is not doing a very 
extensive business.* The only use of capital is to start an 
office at first ; all capital over and above what is sufficient 
for this purpose is so much burden to the office and loss 
to the assured, for the profits which ought to go to the 
assured are exhausted in paying for the capitaL 

The business of pure proprietary companies is frequently 
conduct)sd on a scale of premiums too low to be remune- 
rative, and an office trading upon the basis of inadequate 
rates must apply a portion of the premiums to make up 
dividends to shareholders ; and, therefore, in the words of 
a distinguished authority on this subject, — "Capital would 
be an injury and not a benefit ; for since this capital is 
really paid for, in whole or in part, out of premiums, it 
would not preserve the office from itsolvency, but would 
rather accelerate its progress towards bankruptcy."t 
Another disadvantage is, that the assured would not be 
aware of their danger, because from the nature of the busi- 
ness, the receipts of a Life Society are greater for many 
years than their obligations. 

But as the assured lives gradually deteriorate, the 
inevitable course of proprietary schemes is, that an assu- 
rance capital other than that made up of t^eir own 



* A company of High standing advertises its capital of £5,000,000. 
If this were paid up and invested it would ruin the company, as the 
excess of interest paid to shareholders beyond that yielded by the 
investments would amount to about £70,000 per annum. A moderate 
capital — a small board of directors, of known personal respectability 
and intelligence, and equitable rates of premium consistent with per- 
fect safety, should be the distinguishing characteristic of a Life As- 
surance Society. 

t Professor De Morgan. 
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premiums is ihsufficient to afford full protection to the 
assured. 

The purchase of a Life Assurance5 the advantage of 
which is remote and prospective, resemblefiJ the purchase 
of no other commodity, as its security is wholly dependent 
on the sufficiency of the aggregate contributions ; and the 
demands on this Amd ought to be few and distant. 

If, however, these contributions be exhausted by early 
and successive payments of dividends, it must ultimately 
terminate in injustice to the assurer. 

All experience and knowledge of the principle of Life 
Assurance proves that a permanent paid-up capital in 
addition to the depodted prenuums of a Life Company is 
a constant obstacle to the progress of the imdertaking^ 
and opposed to the interests of the assured. It is neces- 
sarily attended with an expense greater or less in pro- 
portion to the magnitude of the sum advanced, the mere 
interest aridng from the paid-up capital being insufficient 
for the payment of adequate dividends to the shareholders, 
who receive the deficiency out of the contributions of the 
assured. 

The capital, instead of being a protection, is, in reality, 
a very serious burden. J£ any one will take the trouble 
of calculating he will find that, as compared with the ex- 
pected duration of an Assurance Office, the accumulated 
dividends paid out of the premiums to the shareholders 
wiU abstract a sum greater than the capital itself 
out of which they profess to provide for the security of the 
assured. 

Mr. Charles Babbage and other writers have shown 
that there is not the least necessity for any capital for an 
Assurance Society after it is fairly established, as the pre- 
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miums of the liying are always suffident to *pay the pdi- 
cies of those dying in the course of the year. 

The disposable fund constantly arising from the pay- 
ment of premiums, and which will continue to increase by 
the interest accruing upon it, will meet tiie common vari- 
ation in the rate of mortality. 

It is obvious that the mutual office, having no such 
di^ on the resources of the society, preserves to its mem- 
bers an amount equal to such capital, and that, in reality, 
the system of mutual offices affords greater security than 
that which is given by the vaunted capital of the pro- 
prietary and mixed companies. 
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DEFINITION OF CAPITAL AND PBOFIT. 

' The most erroneous conception prevdls as to the nature 
and use of the capital of Assurance Companies — '^a mis- 
take not unfrequait5 though one which ought to be care- 
fiUly gumxled.against — vi^., the consideration of accumu- 
lated capital in the posee^sion of a company at any period 
for the .payment of its c6ntracts as so much permanent 
profit or surplus."* 

The simplest mode of the operation of forming capital 
attd profit lUAy be illustrated by taking 200 lives at »ush 
of the respectiyfi :ag63 of 20, 30> 40, 50, 60, making in 
all 1,000 ; andftflwiniing thiat each of these assures his life 
fyr £1005 And thai; sixteen out of these die annually, 
th^i, calculating by the rates of premium given in 
Mr. Babbage's tables, tiie annual sums subscribed will be 
just equal to pay off the policies of those who die in the 
respective years, and to form an accumulating fund to 
meet future demands, so that when the last of the 1,000 
died there will be just £100 left to pay this claim. An 
additional fifth, or twenty per cent, on these premiums, 
will form an accumulating fund, or surplus, to divide 
among the policy holders, and the whole will stand thus: — 
Age. Pbemium. 

20 £19 6 

30 1 18 6 

40 2 10 9 

50 3 11 

60 5 15 

14 11 2 X 200=2,911 4, 
the average rate being nearly three per cent. 

* Babbage on Lisurancc. 
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At the end of the first year, increased by the interest 
on them, would amount to £2,998 ; and the payment of 
£1,600 on account of 16 deaths being deducted, would 
leave £1,398 at the commencement of the second year. 
The payments on the 984 remaining lives would be 
£2,863, which, added to the £1,398, would produce 
£4,261, which, at the end of the year, would amoimt to 
£4,388, and from this the claims due by the average nui]i- 
ber of deaths being subtracted, the remainder would be 
£2,788. 

The 968 payments of the next year, with interest added 
thereto, with the deduction of the 16 claims, would pro- 
duce £4,171 at the end of the third year. 

Pursuing this calculation in the same manner, the capital 
of the society would continue to increase for many years, 
until the sum arising from the diminished number of mem- 
bers would just be sufficient to pay the number of annual 
claimants, the result would be as follows : — 

At the end of the first year £1,398, after paying £1,600 
in claims 
„ second year £2,788, „ £1,600 

„ third year £4,171, „ £1,600 

„ fourth year £5,546, „ £1,600 

„ fifth year £6,912, „ £1,600 

Notwithstanding that the property of the society is 
increased at the end of the fifth year to £6,912, no part 
of this sum is genuine profit, for the total amount of the 
value of the policies of the 936 persons then living would be 
just equal to this sum, added to the value of the annuities 
due to the society by those persons. 

This property, therefore, is capital, ]in\^ to be reduced 
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or expended in fiilfilling the engagements of the society^ 
and not profit, which might be fairly distributed among 
the members. 

An additional fifth, or about 20 per cent, of the pre- 
mixmis paid over and above those given in the tables, with 
the accumulations on it, would be clear profit. This fifth 
would be, on £2,911, nearly £600, which would thus in- 
crease. At the end of the first year it would amount to 
£618, the interest being added ; this being added to £590, 
amount of profits paid by the 984 surviving at the end 
of the second year. At the end of the third year the pro- 
fits paid by the 968 survivors, with interest thereon, would 
be £1,880, and the result would stand thus at the end of 
each year : — 

First year, amount of profits £ 618 

Second year ditto •••••..•• 1,214 

Third year ditto 1,880 

Fourth year ditto 2,524 

Fifth year ditto 3,178 

There would, therefore, be at the end of five years 
£3,178 profits over and above the £6,912, which sum is 
equal to meet the liabilities of the claims arising from mor- 
tality. 

Experience of the offices has found that the average 
sum assured by each individual is more than £500. If the 
value of the policies of the 1,000 persons assured above 
was £500 each, the profits would be £15,890; this would 
be amply sufficient to defray the expenses of manage- 
ment, and to leave a surplus to be divided among the 
assured. 
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SOURCES OF HEAL SUBPLUS. 

The fiources of profit for Life Assiumnce premiums are 
computed from established tables of mortality^ and imless 
thedeal^ ts^e place according to the assumed standard ex- 
hibit^ by those tables^ there will be a deficiency or sorplus 
of capital, as the deaths exceed or fidl below the average. 
On the one hand, a portion of the subscribed capital must 
be appropriated to supply the deficiency, or if mutual 
societies, a call must be made upon the pdicy hdlders. 
On the other hand, there will be a profit or surplus fund 
to be divided; but the division of this surplus difiers 
according to the principles on which the various systems 
for Life Assurance are established. 

The surplus or profits produced frt>m the accumulation 
of premiums paid above the amount of the claims returned 
arises from several causes. 

" 1st. That proportion of profits which would be as- 
signed to the policies of persmis not yet qualified to par- 
ticipate in such. 2nd. The sums periodically retained in 
a fiodety out of discontinued or forfi^ted policies, which 
never become claims. 3rd. The higher rate of interest 
realised beyond that by which the tables of premiums is 
computed. And 4th. A larger average duration of life 
among the assured than that assigned in the table of 
mortality adopted by the o£Bce."* Li tiie latter case, a 
party.may pay to ihe office a sum greater than his repre- 
sentatives receive. 



* Brookes*^ '*^ Observations on Morgan's Rise of the Equitable 
Society," p. 32. 
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Example : — An insurance is effected upon tiie life of a 
person aged between 16 and 17 years for £100, reoeivable 
at his death, the annual payment for which in some 
offices is £2 8s. ; and if he (the party whose life is assured) 
live a day oTer twenty-eeven years, when he has paid fen? 
one year more, he will have contributed £101 18s. 8d. ; 
and the Carlisle table of mortality shows the expectation 
of such a life to be between 43 and 44 years, or about 
16 years and 6 months greater than the period for which 
the premium was estimated. 

If the regular annual mortality T^uld be relied on for 
the ftiture, there can be no^doubt that the most equitable 
plan for any Life Office to adopt would be to reduce their 
premiums to tiie ascertained scale. But as these facts 
cannot be previously ascertained, it is obvious that any 
. society reducing for the foture its annual premiums on 
any such hypothesis renders itself liable to objections, 
and admits the possibility of abrupt Bud violent iterations 
in the apparent condition of the society. It will be readily 
perceived that a surplus can only be produced out of 
assurance premiums, and only in consequence of those 
premiums being calculated at a rate higher than the abso- 
lute nature or risk required. 

Besides this mode of acquiring profits, a very large 
source of surplus is obtained by actually increasing the 
capital by obtaimng for it a higher rate of interest than 
3. per cent, per annum — ^viz., by investing the premiimis 
at a low price of stocks, thus obtaining good interest for 
their ca^tal, and these stocks afterwards rising, by which 
the value of their capital is proportionably increased. 
There is also to be considered that portion of a premium 
which is pjud for any particular purpose by an individual 
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for short periods, and then discontinued In addition to 
these advantages a great number of policies fall in firom 
parties neglecting to pay their premiums, or surrendering 
them on terms advantageous to the office, by fines for 
the renewal of policies, by loans on mortgage of freehold 
or leasehold property, or by money advanced on the joint 
bonds of individuals at a fixed rate of interest. 

I£ the rates of premiums were calculated from the pro- 
babilities of the life of the whole mass of the people, there 
would be a great increase of profit. Some of the offices, 
however, make large profits, of which the Equitable is an 
example ; for in 57 years it accimiulated six millions, and 
it is understood that its capital in 1831 was ten millions 
and a-half, valuing the Three per Cents, at 90; while the 
bonuses assigned to policies prove that no inconsiderable 
part of this capital is profit. 

The Equitable Society up to 1820 added to a policy of 
20 years' date 77 per cent. 
30 „ 161 „ 
40 „ 280 „ 
50 „ 401 „ 

And one member, aged 90 years, has 497 per cent, added 
to his policy. 

And to take a more modem instance, the Metropolitan 
Mutual Assurance Company, though established only 
eleven years, has already a policy fund of nearly half-a- 
million ; and an income of £70,000 a year from premiums 
alone. 
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THE METHOD OF ASCERTAINING THE 
AMOUNT OF REAL SURPLUS. 

The surplus of every Life Assurance Society consists 
of the actual money difference, at any given period, be- 
tween the society's liabilities and its assets, and is ascer- 
tained by valuing all the annual premiums due with the 
past and future accumulations, and also of the claims and 
liabilities upon all the policies against the existing capital. 
If the value of the capital exceeds the value of its 
liabilities, the balance is what is technically termed the 
surplus, and an addition is made to each policy, or the 
premium is diminished. 

The calculations are computed so as to leave premiums 
sufficient to meet future contingencies. On these prin- 
ciples all Assurance Societies, whatever may be their 
nature or class, whether proprietary, mixed, or mutual, 
proceed to ascertain the surplus. 

Thus proprietary companies appropriate the whole of 
the surplus, paying only the sum mentioned on the policy. 
The mixed companies allow a portion of the profits to 
the assured, adding certain proportions to the amount of 
the policy, or making deductions from the future annual 
premiums, and the remainder is taken by the shareholders. 
In mutual societies, after investing an equivalent portion 
of the profits as a reserve fund, the whole surplus is 
allotted amongst the policy holders, and creates what is 
technically called the bonus. 

The method adopted to prevent undue acciunulation is 
at regular intervals to reduce the premiums that become 
payable on each policy. The diminution of premiiun de- 
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pends upon the excess of capital in hand^ and the then 
existing value of the future premiums beyond the claims 
which are or may be made upon it. 

The existence of an immense source of profit arising 
from too high a rate of mortality was not ascert^ned 
until the year 1776, when the plan of Dr. Price for 
looping the accounts was adopted for reducing the large 
amount of surplus possessed by the Equitable Society. 
The method consisted of three plans : — 

** The first was by ascertaining the proportion of the 
claims to the prenumns ; the second was by comparing the 
actual decrease of life in the members of the society with 
those assigned by the Breslau table, from which the rates 
of assurance had been originally calculated ; and the third 
was by making a separate computation of the values of all 
the different policies which had been issued by the society, 
and comparing them with its capital" 

Dr. Price also urged the importance of altering the 
table of premiums then publidbed for the society, not only 
as being exorbitantly high, but as absurd, and inconsistent 
with the results of all observations, alluding particularly 
to the hazards on the lives of females and youth. These 
extraordinary charges were immediately abolished, and 
the preceding plans were adopted for ascertaining 
the state of the society from the year 1768 to 1776 in- 
clusive. 

By the first of these it appeared that, on an average, 
during the nine years preceding, the annual surplus had 
been about £3,000 ; by the second, that the probabilities 
of life were higher than those in Mr. Dodson's table of 
mortality, whence the premiums had been computed, in 
the proportion of three to two ; and by the third plan, that 
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tbe whole surplius stock of the sodiety amounted to nearlj 
£30,000. 

In consequence of these very favourable results, the pre- 
miums were reduced one-tenth, which appears, however, 
to have had but little effect in lessening the amount of 
those profits, for the continual accession of new members^ 
added to the former, fully supplied the deficiency produced 
in the surplus by the reduction of the premiums, and thus 
caused it to increase in very nearly the same proportion. 

In 1780 Dr. Price, previously to the appearance of the 
fourth edition of his work on reverdonary payments, con- 
structed the celebrated Northampton and other tables of 
mortality— an account of which has been already given — 
which new standards he recommended to the society, and 
before the end of 1781 a complete set of tables and rates 
of assurance was computed for its use from the North- 
iampton observations, consisting of upwards of 20,000 cal- 
culations, and contidning the values of annuities on sin^e 
and jmnt lives of all ages, and of gross and annual pre- 
miums. 

Though the new rates were computed at 3 per cent., 
they were so far below the premiums then in use that it 
was proposed to make an addition of 15 per cent, on the 
whole amount, to prevent too sudden a reduction in the 
annual income of the society. By the aid of these tables, 
the yearly premiums, which would have been £36,000 
according to the old rates, were reduced to little more than 
£32,000 ; and to compensate the then members for having 
previously contributed too much to the society, an addition 
was made of 308. to every £100 in respect of every pay- 
ment made prior to January 1st, 1782. 

Another investigation of the surplus took place in 
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1785, when it was found to be so considerable that the ad* 
ditional 15 per cent, on the premiums was taken ofP, and 
a ftirther increase of the sums assured took place, at the 
rate of £1 upon each £100 for every payment made prior 
to January Ist, 1786. By this operation the surplus of 
£164,000 was reduced to £110,000; and every person 
assured previously to 1772 had 30 per cent, added to the 
original sum mentioned in his policy.* 

It has been shown that the useless guarantee of a large 
surplus constantly retained as capital for contingencies is 
unlikely to be required, provided the estimate of liabili- 
ties be taken accurately. This part of the profits should 
have some relative proportion to the liabilities, instead of 
being allowed to accumylate without limit. 

Prudence and experience may justify some extra provi- 
sion for extraordinary and unexpected claims. A per 
centage of 10 per cent, on the estimated capital required 
might be deemed sufficient. If the liabilities of a society 
in any given year be estimated at £25,000, at 10 per cent., 
or £2,500, for expenses of management, £27,500 might be 
considered as efficient capital for that year, and the re- 
mainder of the Amds might be safely divided among the 
assured. 

By this method there could be no overgrown and dis- 
proportionate accumulations, but the surplus would 
always bear some relation to the demands on the society, 
and the early members would reap the benefit in an equit- 
able proportion with those assuring at a later period. 

Mr. Frend obseirvres, in his paper on Assurances in the 



♦ Morgan's " Viewg of the Rise of the Equitable Society," pp. 
19—23. 
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Supplement to the " Ency clopcedia Britannica," that this 
reserve has led to a idngular anomaly in one of the most 
distinguished companies for Life Assurance. 

In that company all the assured are partners, being 
mutually guarantees to each other for their respective 
diums; therefore the surplus arising from the excess of 
premiums, and the accumulations above the claims, evi- 
dently belong to the whole of the company, and, conse- 
quently, every partner is entitled to a portion of it. 

But of this surplus, one-third being constantly retained, 
and each person at his death ceasing to be a partner, 
every person leaves behind him a portion for his succes- 
sors ; this third, therefore, may be considered without an 
owner, since a partner has no right in it during his life, 
and his representatives or assigns have no claim upon it 
after his death. This anomaly led to the formation of a 
plan adopted by another company, which vests the third 
part of the surplus in determinate hands. To effect this 
the company consists of a number of proprietors, each of 
whom is bound to keep up an assurance with it, and 
whose interest in such assurances is greater than that de- 
rived from the profits of assurances granted to non-pro- 
prietors. The company takes upon itself the whole risk 
of policies made with it, being bound to pay to each part- 
ner the sum specified in his policy, and additions are made 
to each policy in the manner above mentioned; but the third 
reserved is joined to, and makes part of the subscribed capi- 
tal stock, and the interest upon it is annually divided among 
the proprietors. Thus the reserved third belongs to the 
company collectively, and contributes to its security ; and 
the non-proprietors, without risk, participate in two-thirds 
of the surplus at every periodical division of the profits. 
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MANNEE AND TIME OF DIVISION OF 
PROFITS. 

It is necessary and prudent that the fdnds of a society 
should be suffered to accumulate for the first five years^ 
before any estimate of the profits is formed, or any portiom 
divided declared. The system of taking an annual esti- 
mate of profits recently introduced in the practice of Life 
Assurance, is the more equitable method of dividing the 
profits, which have increased to such an extent in mutual 
societies, as to render the mode of their divi^on among 
the assured a matter of interest and importance. 

The method still retained by some companies is to 
ascertain the total amount of surplus premiums decennially 
or septennially, and then to distribute amongst the' as- 
sured their respective shares of that profit, by adding 
reveraonary bonuses to their several policies. 

An obvious objection to this plan arises from the length 
of intervab between the times of distribution, the claims 
occurring at any period before one of the decennial or 
septennial rests receiving no part of the accumulations 
which have arisen since the prior distribution; whereas, 
by making an annual division of the assets of the society, 
and applying each person's share of the profits to the 
dimmution of his future premiums, the distribution is made 
equitably, and the assured have the full advantage of the 
bonuses in their own lifetime. 

Notwithstanding the extreme regularity with which the 
system of annual investigation has been hitherto found to 
work, it has been urged that any system of annual settle- 
ment in the afiairs of a Life Assurance Society, would be 



Digitized by VjOOQIC 



MANNER AND TIME OP DIVISION OF PROFITS. 75 

marked by abrupt and startliiig differences, and attended 
with both danger and inconvenience. The late Mr. Wm. 
Morgan, in one c^ his addresses to the general meeting of 
the Equitable Society, in the year of 1800, says — ^^ Can 
anything be more absurd, or betray greater ignorance than 
to propose an annual prc^t-and-loss account in a concern 
o£ this kind, or to regulate the dividend or call by the 
success or fiulure of each year?" Had this eminent 
actuary lived a few years longer, he would have modified 
his opinion; as the experience of several soci^es — one of 
which has been in existence nearly half a century — would 
have conviiiced him that annual investigation was practi- 
cable, and that it is essential to the scheme of any sodety 
desirous of prcnnoting the interests of its members ; that 
it is perfectly free from the diflSculties and dangers he an- 
ticipated ; r^ular in its operation, and more calculated to 
{Mreserve a society in a sound and prosperous condition than 
the mode of procrastinating the periods of divisicHi to de- 
eenipoal or septennial rests. 

. It is not essential to the safety of an institution that the 
results of annual rests should be always progressive in their 
^dbaracter, nor, indeed, would any actual retrogression in the 
surplus itself indicate that a society was, in reality, in an 
insecure position. It is the very nature of a Life Assur- 
anee Society that the experience of one year should differ 
from the experience of another; and so long as these oscilla- 
tioas are eonfined within reasonable limit, the credit of the 
sodety would remain iindiminished. All mutual companies 
have been enabled to divide surplus premiums after pro- 
viding for their obligations, and in those of an old standing 
several hundred per cent, has been added to the original 
policies. A reduction in the premiums of from 20 to 25 

G 2 
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and 40 per cent, may be expected in an office granting 
assurances on adequate premiums, after a policy has been 
fiye years in existence, and thereafter larger reductions 
will occur. 

If, then, a mutual society charging adequate premiums 
is perfectly safe, there is no risk incurred by the proprie- 
tors; in which case the assured ought not to be deprived of 
any of the profits arising from their advances. From the 
inadequacy of the premiums no amount of capital can pro- 
tect the assured ; but, on the contrary, solid or substantial 
security for possible accidents or contingendes is afforded. 

It appears that, both from justice and policy, there 
should be some coimtervailing advantages to those sub- 
scribing first over members admitted afterwards. 

It might, perhaps, be eligible to allow those who sub- 
scribe in the first, second, third, fourth, and fifth years, a 
greater proportion of profits than those subscriHng after 
that period. Thus, when the profits are estimated and 
first divided at the end of the fifth year, the surplus of 
those occurring from the first four years might be allotted 
to the early members; for example, persons having as- 
sured in the first year should have the largest proportion 
relative to their niunbers, and so on through the four suc- 
ceeding years in a decreasing ratio. 

The portion of this sum distributed each year among the 
early members might be allotted so that the ftmd should 
decrease as the members decreased by death, and that when 
the last participator died that money should be wholly ex- 
pended, having been entirely divided among the ori^al 
members. 
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CHAPTER IV. 

THE PRINCIPLE AND PRACTICE OP LIFE 
ASSURANCE. 

We have traced Life Assurance from its commencement 
with Tontines until the present time, and we now propose to 
explain the general principle and practiceof Life Assurance, 
the plan upon which the business is usually conducted, 
and the advantages peculiar to this mode of inyestment. 

The principle of Life Assurance calculation depends on 
the regularity of the average of mortality of a large num- 
ber of individuals. Mathematical calculation can deter- 
mine with considerable exactness what an Insurance Office 
will lose by engaging to pay a certain sum on the death 
of each of a large number of individuals, and what it will 
gain by the annual sums or premiums which it receives 
from them ; and by properly balancing the loss and gain 
we can determine what annual premiimi an office should 
demand, if it contracts to pay a certain simi to the &mily 
of a specified individual, of given age, on his death. 

. Thus, for example, out of 86,292 healthy persons, aged 
30 on the first day of 1848, about 727 will die in 1848, 
734 in 1849, 742 in 1850, and so on from year to year. 
Say that £100 was paid on the death of each of the 
86,292 individuals, there would be a loss of about £72,700 
in 1848, £73,400 in 1849, £74,200 in 1850, and so on in 
proportion from year to year. 

It is evident from this that we can calculate with accu- 
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racy the whole sum an office would lose by undertaking 
to pay £100 on the death of each of these individuals. 

If a certain sum was paid, say £1 for each of the as- 
sured, at the beginning of each year of their lives, an office 
would receive £86,292 in 1848, about £727 less in 1849, 
£734 less in 1850, and so on ; and thus we can calculate 
the whole sum an office would gain by these annual pay- 
ments. 

The fluctuation in the rate of interest b£ money is an 
important feature in conducting the scheme of Life As- 
surance, and the niunberless contingencies on whidbi this 
rate depends are well known* It is dear, therefore^ that 
an office always loses by a fall in the rate of intere^, and 
gains by a rise ; and this is a cause of condderable fluctu- 
ation in the gaixia of an Assurance Office 

Hence it appears that a Life Office must always pro- 
vide against imexpected claims arising from changes in 
the TBie of mortality and the rate of interest. 

The only practical way to do this is to make the persons 
assured pay a little more than is actually necessary, sup- 
posing the rate of mortality and rate of interest to be cer- 
tain and unvarying. 

In fixing premiums, an office should bear in mind that 
security is the primary and most important object df Life 
Assurance, and to attain security it is necessary that the 
premiums should be suffik^iently high to cover the losses 
arising from imexpected daims and fluctuations of every 
kind, at the same time that the premiums should be equi^ 
tably apportioned to the different ages of the assured^ and 
should not give an unfair advantage either to the old or 
the young. 

The practice of Life Assurance, which has opened its 
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advantages to all dasaes of society) and rendered it appli* 
cable in every arrangement of property and interest con- 
tingent upon human life^ suggests the condderation of 
premiums. 

The various distinctions which characterise the business 
of insuranee are declared to be fixed^ regulated^ and de- 
fined by the known and acknowledged standard of morta- 
Uty, and it is perfectly understood that the differences in 
the sc^e of charges for premium are computed more or 
less above the average life risk^ in pursuance of the avowed 
objects of the companies to act on the non bonus or pure 
proprietary, the mixed mutual and proprietary, or the 
purely mutual systems. 

The first, or the pure proprietary premiums, ought to 
be the lowest in the scale ; the last, or the purely mutual, 
are almost invariably the highest. To the system of ad- 
vanced rates above the accepted standard of mortality 
no objection can be urged, for such a line of policy as it 
involves is demanded by common prudence, which also re- 
quires a rate of premiimi beyond the actual law of mortality, 
as the failure of a Life Company in fulfilling their engage- 
ments would be attended with such wide-spread and dis- 
astrous consequences that no institution charging merely 
the calculated equivalent rates would receive such support 
from the public as to enable them to carry on business for 
any length of time. Moreover, insurers are left to decide 
whether they would prefer the increased premiums to be 
returned in the name of bonuses, or profits, or the lower, 
though still authorised and acknowledged safe standard, 
but which could not be followed by corresponding bo- 
nuses. 

The only consideration is that the premiimis charged 
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are not too high to prove any inconvenience, or too low 
to excite apprehensions in respect of security. This 
medium is the only one deserving the name of assurance, 
as the best, if not the only solid foundation for fature ad- 
vantages, confidence, and security. 

As no capital whatever is requisite for the working of 
an Assurance Office after it has been established, so the 
public might reasonably expect to find that those compar- 
nies which return no part or a portion of the profits to the 
assured would require a lower premimn for assuring an 
equivalent sum ; but such is not the case, their charges 
being as high on the average, and in some instances even 
higher than those demanded by the mutual Assurance 
Societies. 

The premiiuns demanded by some offices are dispro- 
portionably higher than others in the same class, and one 
is at a loss to imderstand why an office should charge 
£7 14s. lid. per annum for an advantage which can be 
equally well obtained by paying £6 5s. per annum, for 
these are the rates per cent, charged by two diflferent 
offices for those assured at the age of sixty. 

In a society of mutual assurers it is quite right and 
prudent to take a considerable excess of premium, in 
order to prevent consequences arising from the fluctu- 
ations in the number of deaths; "but where there exists 
a subscribed capital, its very object being to equalise such 
variations, it is omreasonable to demand as laige pre- 
miums as are required in a society of mutual assurance."* 

The enormous premiums demanded by many proprietary 
offices, which return no part, or only a portion of profit to 

* Babbage, page 105. 
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assurersy indace many a man to endeayour to accumulate 
liis own money, and run the risk of living to accom- 
plish the desired object. The great majority of assurers 
are not possessed of capital ; they assure because they are 
not; and the object of an Assurance Society should be, not 
to abstract from funds for which eyery man so circum- 
stanced has full occasion, more than will render it abso- 
lutely certain that the proposed object will be obtwied 
with perfect safety. 

The probabilities of life, taken from the GK>Temment 
annuity tables, are at the respective ages as foUow, whence 
annuities at each period are calculated, interest being 
reckoned at 3^ per cent. 

To these are subjoined in the following table the highest 
and lowest premiums, together with the premiums from 
Mr. Babbage's table at the respective ages ; thus a com- 
parative view may be taken of the whole : — 
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mium demand- 


mium demand- 


calculated 


Age. 


ExpectatioD 


would amount 


ed by the office 


ed by the office 
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to £100 in 


for £100 


for £100 


equal to the 






that time. 


policy. 
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rise. 


20 


82 


1 14 11 


2 3 7 


1 10 7 


1 9 6 


30 


29 


2 11 


2 13 5 


2 5 


1 18 6 


40 


24 


2 14 61 


3 8 


2 15 10 


2 10 9 


60 


18 


4 17 


4 14 2 


4 8 


8 11 


60 


13 


6 4 1 


7 4 11 


5 14 9 


5 13 



The highest premiums taken at the respective ages of 

^27 years and a littie more. 

24 

20^ 

16 
LlOi 



30 
40 
50 
60 



Amount to £1 00 -< 



The lowest premium at 60 years of age will amount to 
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£100 in 14 years ; the lowest premiums at the other ages 
are so similar to am^uities that it is mmecessary to go 
into any calculations concerning them. 

The average age at which people assure is found by Mr. 
Babbage to be 47^ the charge for assurance at which age is 
about 4 per cent. 

. Mr. Morgan in the year 1816 stated as the result of 
the Equitable experience of 45 years^ that not one in 60 
of those assured at that office die annually. 

If twelve lives at each of the respective ages be taken^ 
and it is assumed that one dies every yeax; tiQ the end of 
60 years, the following will be the result according to 
these rates of premium : — 



Age. Premtuh. 




Pbehium. 


£ 8. d. 




£ 8. d. 


20 ... 1 17 4' 






22 8 


30 ... 2 8 






28 16 


40 ... 3 5 


► + 


12 each 


39 


50 ... 4 7 






52 4 


60 ... 6 13 1 




c= 


79 17 



222 5 



will be equal to the amount of the first annual premiums 
paid by these sixty persons ; to which if £7 be added for 
interest on the sum paid, and £100 be deducted for the 
one who' dies, a profit is left at the end of the year of 
£l 29 5s. It is not necessary to enter into an exact calcu- 
lation on an hypothesis, but by approximating to a series, 
and taking £222 5s. for the premiums paid in each year, 
it is found that at the end of sixty years, after paying 
annually £100 for the annual deaths, there will be left 
more than £8,000 clear profit on sixty lives, each insuring 
only £100. 
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One of the objections which have been urged against 
the scheme of Life Assurance is, that it is a sinking 
and destro}ring income and a personal capital Many 
persons are of opinion that they may save money by rim- 
ing all risks and becoming their own assurers ; if they Uye 
as long as they expect, and have considerable facilities of 
improving money, the chances are against the majority g£ 
persons possessing the advantages which Assurance Offices 
offer for the outlay of their capital 

Mr. Babbage> in his excellent and valuable work on 
assurance of lives, has formed the following table 
from the Equitable experience, to show the advantage of 
assuring instead of fimding capital : — 





A person age 










Will pos- 


26 paying 


A person lay- 


Ditto 


Ditto 


Ditto 


sets at 

end of 


£100 per ann. 
premium as- 


ing out £100 
per annum at 


4 per cent. 


6 per cent. 


6 per cent. 


years. 


sures £4,160. 


3 per cent. 








10 


6,096 


1,146 


1,201 


1.267 


1,318 


16 


6,082 


1,860 


2,002 


2,168 


2,328 


20 


7,072 


2,687 


2,978 


3,307 


3,679 


26 


8,628 


3,646 


4,166 


4,778 


6,486 


30 


10,400 


4,767 


6,608 


6,644 


7,906 


36 


12,688 


6,046 


7,366 


9,03S 


11,143 


40 


16,246 


7,640 


9,603 


12,080 


16,476 


46 


18,064 


9,272 


12,103 


16,970 


21,274 


60 


20,862 


11,280 


16,267 


20,986 


29,034 



By this table it is shown that a person aged 25 laying 
out £100 per annum, secures a repayment in the event of 
his death at the end of ten years of £5,096, whereas had 
the £100 per annum been placed at interest of even 6 per 
cent., it would in that time have amounted to only 
£1,318, and a person must continue laying out his money 
for fifty years at 5 per cent, before it becomes equal to 
£20,935. 
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THE BUSINESS OF INSURANCE. 

We have no official data whereby to obtain accurate 
statistics of Life Assurance^ either as to the aggregate 
amount or number of policies effected or rejected5 the 
number of individuals whose lives are insured^ or the re- 
spective ages, or the number and value of policies 
granted annually by each office. But some information 
may be afforded as to the actual extent and further capa- 
bility of Life Assurance from the following calculations, 
founded upon the experience of existing societies. 

The number of policies issued annually for the average 
of the first five years by thirteen highly-respectable exist- 
ing companies is 181. Taking this estimate as the 
average, every subsequent year would augment the an- 
nual amount of business, as will be seen by the following 
results, derived from twenty-five different companies : — 
Average number of policies issued annually during the 
first period of five years, 163 ; second period of five years, 
282; third period of five years, 351. At the end of the 
first five years, the annual income from premiums only 
will exceed £25,000. 

It appears that among several offices recently estab- 
lished, one received for premiums on life policies during 
the first year, £5,000; another about £2,000; a third 
about £1,800 ; a fourth about £1,500 ; other new offices, 
established within the last two or three years, have re- 
ceived from £800 to £1,200 per annum. 

An office of the medium class has issued from its com- 
mencement in 1834 about 4,000 policies, of which about 
1,900 are now in existence. 
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It may not be unreasonable to consider that 

53 offices average 2^850 existing policies^ number- 
ing £150,050 

77 „ 634 „ 48,818 



Total number of permanent policies £198,868 



It is calculated that as many persons effect several policies 
upon their lives ; the actual number of persons insuring 
their lives exceeds 120,000, or probably amount to 
about 150,000, being not one in ten of the heads of 
families of those classes of society to whom Life Assurance 
is applicable. Estimate the amount insured by each policy 
at £500 each :— 

The total amoimt of Life Assurance would 
be £99,434,000 

Annual premiums at 3 per cent, per annum 2,983,020 

Averaging to each of the 130 offices per 

annum 22,946 

Or to each of the 
53 larger offices in respect of 150,050 policies 42,467 

77 smaller „ 48,818 „ 9,510 

We take for example the operations of one company 
alone, the balance-sheet of which shows that the premiums 
received on new policies for the year 1847 amount to 
£6,635 ; and taking this siun at the average of 2^ per 
cent., it will appear that new insurances have been effected 
to the extent of £331,000, whilst the claims from mor- 
tality form an amount of less than £30,000. Although 
it is not practicable to make an estimate of the total 
amoimt of business actually transacted in the kingdom, 
we may assume, from the statement of this office, there is a 
probable increase in the amount of insurance to the extent 
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of about £250,000 in a smgle year ; and if we take one 
hundred offices iti England and Scotland trmisacting on 
an average the same amount of business, it would appear 
that the amount of assurance exceeds the enormous sum 
o£ twenty-five millions. K, however, this view is any 
way correct, and that eadi year b to draw into these 
offices so prodigious an accession of business, it may in- 
deed be said that Life Assurance is yet in its in&ncy. 

KATES OF ASSURANCE. 

The following are the rates of Life Assurance for £100 
of a few offices selected promiscuously : — 



WITHOUT PROFITS. 


Age. 


Asylum. 


Church 

of 
England. 


Hand-in* 
Hand. 


Imperial. 


Hetropo- 
politan. 


Rojal Ex- 
change. 


20 
30 
40 
60 
60 


£ 8. d. 

1 11 9 

2 2 
2 17 1 
4 2 
6 10 9 


£ 8. d. 

1 13 11 

2 2 7 
2 17 8 
4 4 11 
6 14 2 


£ 8. d. 

1 14 6 

2 3 6 

3 9 

4 6 11 
6 7 4 


£ 8. d. 

1 16 11 

2 7 

3 11 

4 4 6 
6 1 4 


£ 8. d. 

1 14 6 

2 3 

2 16 6 

3 18 8 
6 6 


£ 8. d. 
2 8 6 

2 13 3 

3 8 

4 10 9 
6 7 3 



WITH PROFITS. 


Age. 


Amicable 


Clerical 

and 
Medical. 


Crown. 


Econo- 
mic. 


Equitable 


Mutual. 


20 
30 
40 
60 
60 


£ 8. d. 
2 6 

2 10 6 

3 6 

4 16 6 
7 6 6 


£ 8. d. 
2 6 

2 10 4 

3 3 8 

4 7 3 
6 7 2 


£ 8. d. 

1 19 11 

2 IQ 4 

3 4 7 

4 8 11 
6 7 2 


£ 8. d. 

1 14 7 

2 4 3 
2 19 9 
4 8 
7 7 


£ 8. d. 
2 3 7 

2 13 6 

3 7 11 

4 10 8 
6 7 4 


£ 8. d. 

1 18 

2 9 6 

3 7 6 

4 10 8 
6 7 4 
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The highest rate (without profits upon a life aged 30) 
charged by any office appears to be the 

£ 8. d. 

Boyal Exchange and Globe 2 18 5 

Highest with profits London Association 2 19 3 

Lowest rates without profits Licensed Victuallers' 1 19 8 

Ditto with profits Economic 2 4 3 

Notwithstanding these calculations assume that the 
number and amount of existing policies are greatly over- 
rated, &om the fact that many of the more important 
offices derive great portion of their incomes from fire or 
marine insurances; yet even if the actual number be 
largely underrated, still it is obvious that Life Assurance 
is but imperfectly and partially developed, and that the 
present numerous offices may be beneficially increased 
until a sound understanding of the science and of the value 
of Life Assurance, and the practice of employing them, 
shall be made available. 
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THE PKACTICE OF LIFE ASSURANCE. 



POLICY OP ASSURANCE. 

Policy is the name given to the instrument by which 
the contract of indemnity is effected between the assurer 
and the insured ; and it is not, like most contracts, signed 
by both parties, but only by the insurer. 

Policies have always been held as sacred agreements, 
and of the first credit ; so much so that they can never 
be altered by any authority whatever, because it would 
open a door to an infinite variety of frauds, and introduce 
uncertainty into a species of contract of which certainty 
and precision are the most essential requisites. 

The term assurance upon a life is a contract whereby 
the assurers for a certain sum undertake to pay the person 
assured a specified sum of money or annuity on the death 
of the person whose life is the subject of assurance. In 
an assurance made by a person upon his own life the sum 
assured is payable at his death. Short or term assurances 
are contracts whereby the sum assured becomes payable 
in the event of the assured life dying within a certain 
specified time or term of years. 

A person who effects an assurance on his life stipulates 
to pay to the oflSce a certain sum annually, and the office 
agrees to pay to the legal representatives of the assured, 
within a certain period after receiving satisfactory proof 
of his death, the sum for which the assurance was made. 
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The sum paid annually (called the premium) is just as 
much as the amount assured would have realised if such 
sums were invested at compoimd interest during as many 
years as, according to the expectation of life, it is computed 
the assurer will live. J£ he die before the period calcu- 
lated upon the family will be gainers by the transaction ; 
if he outlive that period the oflSce will gain. 

Observation on the law of mortality has shown that a 
certain number of persons die during each year out of 
every himdred, every thousand, or any greater number, 
and that when these observations are applied to large 
numbers of persons, the numbers dying in each year, at 
each age, do not materially vary, but afford regular re- 
sults. 

Thus, for example, of 1,000 individuals, it is generally 
assumed that — 



At age 20 


7 will die within a year 


30 


10 


>» 


40 


12 


99 


50 


14 


5J 


55 


19 


99 



Out of 1,000 men of 35 years of age it is calculated that 
about 10 will die within the year: now if each of the 1,000 
individuals subscribe £1 at the beginning of the year it will 
yield a fund of £1,000, allowing payments of £100 to the 
representatives of each of the 10 who may die. 

The above is a simple case, showing the application of 
the principle for one year ; but in the practice of Life 
Assurance persons generally make an agreement with a 
society to assure them at a fixed rate for the whole of 

H 
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life. Thus the ammal pajment required for a fixed sum 
of £100 to be paid at death, and not varying with increased 
age, is — 

Age. £ 8. d. 

20 1 12 10 

25 1 17 6 

30 2 2 11 

35 2 9 2 

40 2 17 3 

45 3 6 5 

50 3 19 9 

55 . 5 

60 6 3 

And a bond or policy may be obtained from au As^ 
surance Society on these terms ; the sum stipulated to be 
paid at death being secured without reference to other 
individuals assured with the society; it being the business 
of the Assurance Society, not of individuals, to obtain a 
sufficient number of members to secure what is termed 
" an average" — ^that is, such a number as will give com- 
plete regularity in the results. 

From the time of the first pajrment being made by an 
individual to an Assurance Company, the sum assured is 
payable at his death to his representatives (nr assigns. 

The party agreeing to pay this sum is called. the a^i^iirer, 
and the person to whom the policy is granted, the assured ; 
the sum paid in advance as a consideration for that which 
is agreed to be paid on the death of the party is called the 
premium. 
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PKEMIUMS OF ASSUEANCE. 

Many persons do not understand the meaning of the 
words *^ Annual premiums on a Life Assurance."' 

Premium is a single sum paid down when the life is 
assured^ or a sum paid annually until the death of the life 
assured; constructed from tables of mortality, mathemati- 
cally showing the probable number of deaths that will 
occur at a certain age in a given time. After a table of 
the decrement of human life has been formed, a series of 
calculations is made from it, to fix the amoimt of annual 
or other premiums, estimating money at such a rate of 
iiiterest as to bear a fair proportion to the various sums to 
be returned, and the chances of life at the different ages at 
which persons become assured. 

The rate of interest is generally assmned to be 3 per 
cent, per anniun, and as money will double itself in 
eighteen years, at compound interest at the rate of £4 per 
cent per annum, the premium paid on effecting a policy 
will be greater than the real value of the future payment. 

We will give an illustration of this principle, with the 
£uit allowance for risk, and for interest required for the 
money paid, to be returned at some future time : — 

*^ It appears by the Carlisle table of mortality, during 
ike period when the observations on which it is founded 
were made, that out of 10,000 children bom, 3,203 died 
under five years of age ; the remaining 6,797 completed 
their fifth year ; out of those 6,797, 6,460 survived their 
tenth year; out of those 6,460, 6,047 survived the age of 
twenty-one ; and that out of 5,075 who attained forty, 
only 3,643 survived their sixtieth year. Since, therefore, 
it is found that 6,460 children may survive their tenth 
year, if so many were taken indiscriminately from the 

H 2 
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population at ten years old, and an office or company 
were to engage to pay £1 eleven years hence for each of 
them who might then be living, it would be equivalent to 
promising to pay £6,047 at the end of the term. There- 
fore, in order that the office should neither gain nor lose by 
the engagement, it should upon entering into it receive 
the whole present value of £6,047, to be paid for that 
number of lives at the end of the eleven years, with 
5~th part of it for each life, for the chance of the whole 
surviving. 

" The present value of £100 to be received upon a life of 
ten years arriving at the age of twenty-one would there- 
fore be £54 14s. 7d., taking the rate of interest at 5 per cent. 

" It is thus evident that if the present value of £1 to be 
received with certainty at the end of a given term be mul- 
tiplied by the number placed against the age in the table 
of mortality, greater than that of any proposed life by the 
given term, and divided by the number in the same table 
against the present age of that life, the quotient will be 
the present value of £1, to be received at the expiration 
of the term, provided that the life survive it."* 

The table of premiums is therefore deduced from the 
table of mortality by strict mathematical calculations, with 
due regard to the value of money. 

The manner of calculating premiums of assurance from 
tables of mortality is thus : — 

" Suppose the premium which is payable in one smn on 
the life of a person of a given age be known, then 
the premium payable in like manner on the life of a 
person one year younger, which is compounded of th^ 
premium for one year — ^and the present value of the 

* Mr. Joshua Milne, on Annuities, in Supplement to the " En- 
cyclopaedia Britannica." 
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premium so known can be easily calculated from the 
table of mortality, thus : — Multiply the premium on 
the older life by the number living at that age (accord- 
ing to the table), and divide by the number living at the 
younger age, — ^this sum discounted for a year gives the 
premium which would be payable at the end of the year. 

" Then multiply the sum to be assured by the number 
of persons of the younger age who, according to the 
tables, die in a year, and divide by the number of persons 
alive at that age : the sum discounted for a year is the 
premium of assurance for the first year; and the two 
sums added together give the whole amoimt of the desired 
premium. Now, as a person of the greatest age in the 
table must die in the ensuing year, the premiimi in his 
case is eyidently the smn to be paid discounted for one 
year, and thence the premium for the age next below the 
oldest age is ascertained by the above rule ; and so for 
every age in succession. In this process no error can be 
committed without detection, as every step may be checked 
by a similar table, showing the value of an annuity at 
every age. 

" The preceding rules give a table of rates for the pay- 
ment of a single premium only ; but as it is generally 
more convenient for the assured to pay an equivalent 
annual simi, a table of such rates is made by dividing the 
single premium for each age by the value of an annuity 
of £1 at that age, increased by unity, on the premium for 
one year. If the annual premium were to be paid at the 
end of the year, such an addition would not be required; 
but a policy is not granted until one premium is paid, and 
therefore the reason for the addition is evident."* 

♦ Mr. Wm. Frend, on Assurance, in the Supplement to " Ency- 
clopaedia Britannica." 
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TEBMINABLE— ASCENDING AND DESCEND- 
ING PREMIUMS. 

Consist of a certain number of annual payments for a 
limited number of years. When a sum of money is as- 
sured upon payments of a terminable premium, the annual 
payments may conost of one, three, five, seven, ten, 
fifteen, or twenty years; after the last of which the office 
has no further claim upon the party assured, though the 
sum will be paid upon his decease. 

Thus, a man 30 years of age may secure £1,000 at his 
death to his fSunily and survivors by the payment of 
£353 88. 4d. in a single premium. 

£ 8. d 
Or by 3 annual payments of ' 135 8 4 each. 
Or by 5 annual payments of 
Or by 7 annual payments of 
Or by 10 annual payments of 
Or by 15 annual payments of 
Or by 20 annual payments of 

The greater the number of years to which a terminable 
premium extends, the smaller will be the annual payment 
required. Example : — A person aged 40 will be charged 
about £10 4s. 3d. yearly for assuring £100 for the space 
of five years ; whereas, if the agreement be for a termin- 
able premium to be paid for 20 years, the annual payment 
will be only £3 148. 4d. The principle upon which the 
price of this description of assurance is calculated is the 
value of the given sum for the time proposed, taking also 
into account the chances of life of the person upon whose 
decease it is payable. 



£ 


8. 


d. 


135 


8 


4 


87 


17 


6 


63 


5 





47 


3 


4 


34 


17 


6 


30 


7 


6 
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Theiii^^r^Asing stnd decii'eaAmgprt^mitiindvary periodically 
in their amount^ the principle upon which they are cal- 
culated being the division of a given spac^ of time into 
equal terms^ at the eviration of each of t^hich an altera- 
tion is made in the stun to he annually paid. 

Ascending premium is a premium increased at a certaili 
yearly rate per cent, according to agreemeilt, at stated 
periods of the life of the assured, as at intervals of five 
or sev^u yeart eaeh, instead of remaining fixed for the 
whole dnrafcion of life. After the expiration of the term 
stipulated — ^usually fifteen or twenty years— the payments 
reach affixed even rate, at which they continue during the 
remainder of the life assttred. 

The system is found peculiarly advantageous when as- 
surances are required to be effected by way of collateral 
security, a« in cases of loans or debts — the scale being low 
for the first five years, slightly increasing during the next 
succeeding five years, and further increasing the third five 
years, and then, with another slight addition in the fourth 
five years^'ai^ then continuing at an equal rate during 
the remainder of life. 

Thus, a person aged 30 may at his decease secure 
£1^000 by the annual payment of 

£ fi. d. 

16 6 8 during the first 6 years. 

18 12 6 during the second 5 years. 

21 17 6 during the third 5 years. 

25 3 4 during the fourth 5 years. 

28 10 during the remainder of life. 

A descending premium is constructed upon the reverse 
of this arrangement, and is intended for such persons as 
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may desire to make the largest payments at the com- 
mencement of the assurance. 

This species of contract is also divided into fixed periods, 
iisually conabtingof five years, at the termination of each 
of which the premium is diminished in various proper^ 
tions. The rates are graduated for a period of twenty 
years in four series of five years each, being highest in 
the first five years, diminishing in the second five years, 
decreasing still further in the third five years, and being 
least of all in the last five years, after which the premiums 
entirely cease. 

Thus, a person aged 30 may at his decease secure the 
smn of £1,000 by the annual payment of 
£ s. d. 
£38 19 2 during the first 5 years. 
30 2 6 during the second 5 years. 
21 2 6 during the third 5 years. 
10 15 10 during the last 5 years. 

Thus, after twenty years no further premium is re- 
quired, so that the sum assured will be payable at the 
death of the party, whenever it may take place. 

In estimating the comparative advantages of the 
various kinds of premiums, it may be of considerable im- 
portance to determine whether it may be most convenient 
to the assured that his annual premiums should increase, 
diminish, or terminate at a fixed period. 

To such persons as wish to commence an assurance at 
an early period of life from the prospect that every year 
will render the payment less difficult, the ascending pre- 
miimi is best adapted. For those who begin an assurance 
in a time of prosperity, or in the prime of life, a descend- 
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ing or terminable premium is to be preferred, as it must 
afford much satisfaction to know that they are being gra- 
duallj released from their annual payments. 

This description of assurance is advantageous to those 
persons whose incomes are likely to decrease — ^whilst to 
such as have only a fixed income for Ufe, the best offices 
are those which offer the lowest rates of premium. 



Digitized by VjOOQIC 



98 LIFE ASSURANCE. 



HALF PREMIUM. 



For the information of those not acquainted with the 
exact working of the half-credit system, it may be de- 
sirable to state that formerly assurance on life could only 
be effected by an equal rate of premium. For example : — 
A person at the age of 30 wishing to assure for £1,000, 
to be paid to his family at his decease, the premium would 
be £21 9s. 2d. annually; whilst, according to the half- 
credit system, he would be enabled to secure the same 
benefit to his family, for five years to come, by the pay- 
ment of £21 9s. 2d. By this arrangement a party is en- 
abled, for five years, to assure a double amount by the 
same payment. 

Thus, suppose the payment by the half premium plan 
for five years, for an assurance of £2,000, to be £20, 
the first payment by the half premium plan would be 
£10 10s., the second yearly payment, £11 ; the third, 
£11 10s.; the fourth, £12; the fifth, £12 10s. When 
the sixth payment becomes due the £50 which has been 
retained may, at the option of the assured, either then be 
liquidated, or paid by instalments, or remain at interest 
at the rate of £5 per cent, per annum until the policy 
shall become a claim. In the former the future premiiuns 
will be £20, in the latter, £22 10s. 

This arrangement is most useftd, as the assurance may 
be relinquished at any time without payment of the arrears 
of premiums ; this method enables a party to assure for the 
first five years at little more than half the usual rate, and 
to discontinue a policy at about half the usual sacrifice. 
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PREMIUMS BY INSTALMENTS. 

We have explained the syBtem of Life Assurance, 
^^ with ahd without profits," premiums payable annually^ 
half premium^ increasing and decreasing scales, also by 
single payments, and payments for limited periods. Any 
of these modes may be adopted, and as it is in some cases 
inconvenient to the assured to pay the premiums in one 
sum, several offices grant premiums half yearly, or 
quarterly, thereby rendering it easier to meet the demand 
by small periodical subscriptions. For this mode of pay- 
ment the scale is slightly increased, say £5 per cent, per 

q.TiTiTmn. 



Digitized by VjOOQIC 



100 LIFE ASSURANCE. 



ASSURANCE WITH OR WITHOUT PROFITS. 

, Assurances with profits axe additions to polides as the 
surplus increases or the premium diminishes. To par- 
ticipate in either of these advantages an assurance must be 
effected at the commencement^ as the rate of premium for 
participation is increased. 

Policies without profits may be effected at a smaller 
yearly premium to the assured, but, whatever the success 
of the association, no advantage is derived thereby to the 
policy holder, as the original sum remains fixed. 



BONUSES— THEIR MEANING. 

Whether added to the original amount of policy, or in 
reduction of annual premiums, bonuses arise from an esti- 
mated value of the profits after working a certtdn term 
of years. Some offices give bonuses annually, in five 
years, others in seven and ten years ; but no matter at 
what period bonuses are a portion of the profits of the 
association. 

Bonus is a certain portion of the profit which increases 
the value of each policy beyond the amount to which the 
holder, in the first instance, is entitled. 

The division, or rather allotment, of profit, which is 
usually denominated a bonus, takes place periodically, 
generally at intervals of one, five, or seven years. 

The sum .allotted to each policy respectively may be ap- 
propriated either in liquidation of the annual premium, in 



Digitized by VjOOQIC 



BONUSES — THEIR MEANING. 101 

effecting another assurance^ or in augmentation of the sum 
receivable after the death of the assured. 

To simplify the question : — Suppose a person in the 
year 1841 assures in an o£Sce which divided its profits 
septennially, or every seven years^ for £1,000, the di- 
rectors, through their actuary or valuer, find that the fair 
proportion of this party's share of profits of the whole un- 
dertaking is £100, and they add this £100 to his policy 
of £1,000, making a sum of £1,100 for him to will away, 
without his having to pay any premium extra per annum 
for this increase to his policy. 



KEDUCTION OF PKEMIUM. 

Instead of having the specific sum of £100 added to the 
policy without any alteration being made in the annual 
premium payable to the company, it is, at the option of 
the assured, competent for him to have that sum spread 
over his premium ; so that a person aged 26, instead of pay- 
ing £2 3s. 9d. for every £100, would have to pay say 
only £1 188. per £100 annually, or he could receive the 
value in cash, in which case the original policy remains at 
a fixed amount. 
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LAPSED POLICIES. 

The meaning of lapsed policies is, that when a person 
who pays for one, two, three, or more years his " annual 
premium" to the company, has, either &om ignorance 
or neglect, omitted to continue the payment of the 
premium, the risk of the company ceases, and the policy 
preyiously granted him is no longer of Talue or avidlable^ 
and it falls, or lapses, the money previously paid beiiig for- 
feited. 

In loan offices, in particular, lapsed policies pay a large 
proportion of the losses by death ; when the purpose of 
making the assurance has been satisfied, and its continu- 
ance has become of no consequence, the payment of the 
premiimi is omitted, and the policies are seldom, if ever, 
surrendered to the office, but are suffered to run out; so 
that, in fact, not half ihfi assurances made in loim offices 
ever become claims. , . 

A recent report of. an office states that, <^ 60S policies 
effected on healthy lives, about one-fourth hare lapsed ; 
but of the diseased lives four-tenths, or 40 per cent., have 
lapsed; and the premiums paid on lapsed or disctmtinued 
policies may be cited as one particular source of profit. 
In another office of high standing the premiums paid on 
lapsed policies in one year were £11,000. 

In the early state of the Equitable Society it appears 
that for seven years the sums paid from this source 
amounted to £13,000. It further appears that the number 
of lapsed policies amounted upon the average to £125 per 
annum, or about one in seven of all the assurances, and 
continued to increase for many years, until the value of 
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Buch securities^ from the addition of the sums made to the 
original policies, had become known, the assured surren- 
dered their policies to the office ; but in most cases a dif- 
ferent and a more profitable method was adopted^ that of 
disposing of their interest by selling their policies at a 
puUic auction, or to reversionary societies, especially 
established for the purchase of reversions.* 



RENSFAt4 PREMIUMS. 

Every policy holder is informed when the premium 
payable on hia policy &lls due, and the time allowed for 
the payment o£ renewal premiums after they become due 
ipariesr ia different offices from fifteen to thirty days ; if, 
h(»ivever> the premiiun is not paid within the specified 
time, the forfeiture of the pcdicy may be usually prevented 
in the; first six or twelve months, by paying it, together 
with a fine of 10s. or 20s. per cent, on .the amount assured^ 
on satisfactory proof that the assured is then in good 
health. 

* Ob& iastitution above referred to is called the Reversionary 
Interest Society, established 1823, for the sale of reversionary property 
and policies of assurance on lives. 
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SUKKENDEE OF POLICIES 

Since the year 1800 the payments annually made 
upon the surrender of policies amount to a very consider- 
able sum. The plan is to purchase from the assured their 
policies, at a fair valuation, after the premiiuns have been 
paid for a certain number of years ; thus relieving them- 
selves from the responsibility incurred by the contract, 
which transaction is called the surrender of a policy. Sup- 
pose the assured wishes to dispose of his policy, most 
Assurance Offices will purchase the same, provided it has 
been in force five or not less than three years, for a sum of 
money payable immediately, or at his death ; in which 
latter case the value is secured by th^ grant of a new 
policy, without further payment, to date as a continuation 
of the old assurance in the friture division of profits. 

The purchase is generally taken at moderate prices, in 
consequence of the risk of death to which the society is 
exposed during the space of time in which the assured has 
paid the premiums. 

Thus a person who has paid an annual premium of £100 
for ten years, which has cost him £1,000, the office would 
not receive more than one-third of the premiums paid, as 
some remuneration is due to the office for the risk which 
the society had incurred, and might have sustained a loss 
of £4,000 or £6,000. 

Besides the practice of offices receiving their own 
policies again at a fair consideration, several societies 
advance money on their own policies, generally about 
two-thirds of the price at which they would redeem them; 
that is, if the annual premium paid was £500, the value 
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of the policy would be £166 13b. 4d. — two-thirds of tliis 
value would, therefore, be £111 2s. 2d. This, however, 
is of great importance to policy holders, in enabling them 
on extraordinary emergencies to rait»e money, perhaps 
for the payment of the renewal premium, and thus avcnd- 
ing the forfeiture of a valuable policy. In 1825, a plan 
was adopted by the Equitable Society of surrendering 
the additions to policies alone, without the compulsion of 
surrendering the whole or part of the interest of the as- 
sured in a policy at uniform rates, according to his age. It 
appears from the report of the society in December, 1839, 
that this was found so convenient to individuals after the 
additions of 1829 had been declared, that within a short 
period a mass of policies, amounting to neariy a million 
sterling, was surrendered, which yielded a considerable 
source of profit to the society. 
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PUBLIC SALE OF LIFE POLICIES. 

A policy of assurance b assignable property, and often 
becomes the means by which money is raised, by mortgage 
or sale of it; but to make the assignment effectual in cases 
of bankruptcy or insolrency, it is essential that notice of 
the assignment should be deposited with the office. In 
cases of purchase, the buyer pays all the future premiums ; 
his advantage consistS'in being in possession of such a 
policy at a premium less than he must have pud for it at 
the existing age of the party upon whose life the policy 
was granted. 

Example: — Suppose a policy to have been effected fer 
£1,000 upon the death of a person aged between 45 and 
46 when the assurance was made, and that it was scdd 
when he was between 58 and 59, the buyer would then 
have to pay only £38 annually, the premium for the former 
age ; whereas, if the life were to be assured at the latter 
age, the premium would be £63 lis. 8d. For the differ- 
encebetween these two annual payments, viz., £25 lis. 8d., 
a fair and reasonable price should be p^d. 

The public sale of life policies labours imder two disad- 
vantages, which materially affect their value. The first is, 
that the proposed buyers are unacquainted with the per- 
son whose life has been assured, and the buyer is, in con- 
sequence, obliged to incur annual expense to ascertain 
that he is alive at the time the premiimi fails due. Poli- 
cies, therefore, are frequently sold at a very disproportion- 
ate price, and, on this account, a deduction is made firom 
the sum which would be considered as a fair compensation 
for the difference between the two premiums. 

The second objection is, that the purchasing of policies 
with an intention of continuing the payments upon them, 
without the least interest in the life of the assured, is il- 
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legal; but although it is in the power of companies who 
have granted such policies to resist the payment of the 
amount to a person who has not any interest in the life of 
the person assured^ still it is not probable that any o£Sce 
would dispute a cMm upon such a plea; at the same 
time> a purchaser ought to take into account the possi- 
bility of such a law being enforced by offices who may 
repudiate a just claim. 

This doubt is grounded upon an Act of Parliament for 
regulating insurances passed in 1774, the 14th of Geo. III., 
chap. xlviiL, sect. 1, by which it is declared that ** From 
and after the passing of this act no insurance shall be made 
by any person or persons, bodies politic or corporate, on 
the life or lires of any person or persons, or any other 
event or events whatsoever, wherein the person or persons 
for whose use or benefit or on whose account such policy 
or policies shall be made, shall have no interestj or by way 
of gaming, or wager, and that every insurance made con- 
trary to the true intent and meaning hereof shall be null 
and void, to all intents and purposes." 

This law at that period was passed for the purpose of 
preventing speculations upon life ; but although it is sup- 
posed that offices wiU for ever renounce the exaction of 
the right conferred by such a law, nevertheless the prin- 
ciple is strongly applicable to the purchase of pcdides. 

It is further dedaxed unlawful by this statute for a 
policy to be granted unless the person effecting it have an 
interest in the life of the party on whom it is effected, 
that is, unless the cessation of that life be detrimental to 
him in a pecuniary way.* 

• It is the practice of some of the Life Offices to require a state- 
ment of the interest which any person has on proposing to assure the 
life of another. 

I 2 
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LIMITS OF TKAVELLING AND KESIDENCE 
ALLOWED TO THE ASSUKED. 

The tables of mortality used by the Assurance Offices 
haying been calculated from the deaths occurring in Eng- 
land only, the uncertainty and risk arising from the 
change of climate requires an addition to premiums paid, 
according to the circumstances of each case, on the life of 
persons residing beyond the limits of Europe. 

In assuring the life of a person aged 34, who was pro- 
ceeding to Calcutta in a civil capacity, the extra pre- 
mium demanded for the additional risk by different com- 
panies actually varied from £2 12s. 6d. to £6 5s. per cent. 
In some of them the extra charge was to cease if the as- 
sured returned in good health; in others this was not 
made a Condition ; while one office was content to take the 
combined risk, ordinary and extraordinary, for the very 
moderate premium of £4 12s. 6d. percent.* 
» Most of the offices allow the assured to pass by sea 
from one part of Great Britain to another, to reside in 
any part of Europe without the payment of any additional 
premium, provided that the voyages be performed in decked 
vessels, established packets, &c. Some offices extend the 
limits of travelling to the Cape of Grood Hope within cer- 
tain limits, in parts of Australia, in parts of Upper and 
Lower Canada, and in certain parts of British North 
America; but due notice of such intention to reside out of 
Europe is required, and licence to that effect obtained 
from the company. But the assured are. allowed during 
peace to pass in proper vessels from England to several 

♦ KeUy's "Practical Treatise on the Law of Life Annuities." 
London, 1835. 8vo., p. 243. 
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parts in the English Channel^ Bay of Biscay, and German 
Ocean, between the Texel, at the extremity of Holland on 
the north, and the French port of Brest on the south. 

In some offices the voyages have not been restricted 
providing extra premium is paid ; that is, policies granted 
upon the whole world system, which afford the only se- 
curity to persons assuring the lives of others. 



TABLES OF PREMIUMS. 

Premiums of assurance are calculated upon Carlisle 
mortality, from the experience of seventeen of the oldest 
London Life Offices as to the expectation of life. It hav* 
ing been ascertained by these tables that the average 
duration of the lives of a multitude of individuals is 
liable to a very little fluctuation, and the continuance 
of life at each age having been determined, there re- 
mains only the easy problem for an arithmetician to 
solve — ^viz., the amount of the annual sum required^ 
with its accumulating interest, during lives of a certain 
duration, to make up the respective sums to be paid as ' 
the deaths occurred. 

The whole theory of Life Assurance proceeds upon this 
simple principle ; but as no law of mortality, however 
correct, can be considered an unerring guide in calculating 
for future and distant events, higher premiums than a strict 
regard to the law of mortality would warrant are always 
demanded. 

The practice adopted is to add about 20 or 25 per 
cent, for a guarantee on the mutual scale, and to grant 
absolute policies w:ithout participation, guaranteed by the 
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fttnds of the mutual association on the same prinoiple as 
the mutual tables^ adding only about 10 or 15 per cent, 
for expenses, management, and guarantee. 

The application of the surplus ftmds ihenoe arising 
has already been explained. 



KESPONSIBILITY OF LIFE OFFICES. 

Assurance Offices calculate their tables at the rate of 3 
per cent, per annum, and have the advantage of any inte- 
rest they may accumulate over 3 per cent, of lap^ poli- 
cies, and 20 or 25 per cent, guarantee on the premiums 
of the mutual, and from 10 to 15 per cent, on those of 
the aon-partidpating policies in their favour, besides pro- 
viding for their obligations; against which they have only 
to provide for expenses and management, — ^the surplus will^ 
in the manner described, be appropriated as bonus at each 
investigation. 

But, ftirther, if an office appropriate the whole premiums 
in expenses for three years (deducting the premiums for a 
three years' risk only), and at the end of that period trans- 
fer their policies to an established office, without further 
consideration than the future premiums, the policy holders 
would at any time be provided against risk without loss, 
difficulty, or compromise. 
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PROFIT AND LOSS OP LIFE ASSURANCE. 

The probabilities of Ufe and death, and the current inte* 
rest of money, constitute the fundamental principles by 
which all systems of Life Assurance are governed; to 
avoid loss, then, we must have due regard to the most 
accurate calculations both of the probabilities of life and 
the value of money. We will take for a basis the Carlisle 
table. He average future life of a person aged 30 is 
estimated at 34 years and 4 months ; we take for granted 
this remainder of life for a person 30 years of age, and cal- 
culate the value of money to be paid at his death. If he 
died previous to that period, the assurers would lose by 
the engagement ; and if he survives it, ihej would be the 
gainers. 

If, however, an office could give the full effect of ave- 
rage, the general law affecting human life would prevail, 
and the losses by premature death would be coimter* 
balanced by the payments received from those whose lives 
are prolonged beyond the period calcidated by the tables. 

The profits of assurers would thus depend on the gene- 
raliang effect of average, not of the law of chances forming 
the legitimate source of profit to Life Offices. 
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THE VARIOUS FORMS OF LIFE ASSURANCE. 

Assurance of a sum on a person's own life is the Am- 
plest though not the ovlj useM description of assurance^ 
It is practicahle for persons to assure on the life of others, 
provided there be a pecuniary interest present or pros- 
pective, dependent upon their having, and co-extensive 
with the sum assured. Cases of this kind are frequent, as 
where property is held by a life tenure, when the receipt 
of an annual income depends on the life of an individual, 
or where the expectancy of property is limited by the con- 
tingency that one person shall outlive another. A person 
may also assure a sum on his own life, receivable on his 
attaining a cert^n specified age ; or, should he die before 
that period, to be paid to his family. 

Another form of Life Assurance is the granting an- 
nuities, which may be immediate, and to continue the 
remainder of life, or deferred ; that is, to commence at a 
certain friture period. Annuities may also be payable 
during the continuance of two or more lives, and to the 
longest survivor, as may be required. 

Life Assurance, however, is not confined in its opera- 
tions to family provisions. Wherever there is a benefit 
or a loss dependent upon human existence, Life Assurance 
will enable a person interested in either the one or the 
other to secure the benefit, or avoid the loss. Thus, the 
purchaser of an annuity on the life of another may secure 
the repayment of the purchase-money. The holder of a 
lease on lives may provide a fund to pay the fine, or re- 
newal, or increased rent. A creditor can secure his debt 
A borrower may provide for the repayment of a loan. 
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Persons engaged in partnership may protect themselves 
from the loss frequently sustwied by the sudden with- 
drawal of capital on the death of one of the partners. A 
joint assurance effected by the partners at the charge of 
the firm^ will secure the capital inyested. 

The same principle is equally applicable in every case 
where property is to be ultimately acquired ; and there is 
scarcely a pecuniary operation in which the system of Life 
Assurance may not be beneficially applied. Life As- 
surance may also be applied to invalids, diseased and 
declined lives. 

Very few Life Offices will accept proposals relating to 
any other than what are termed unexceptionable lives ; 
that is, where there is apparently no constitutional infir- 
mity or liability to disease. There are numerous instances, 
however, where persons possess, from childhood, an en- 
feebled constitution ; others have an hereditary predispo- 
ntion to disease ; whilst others suffer from congenital or 
acddental deformity, the effects of climate or derangement 
of particidar frmctions, which cause serious inconvenience 
without materially endangering life. In these and many 
similar cases, where persons are always ailing, but are 
never seriously ill, they frequentiy outlive their more 
healthful and vigorous contemporaries. Whilst it would 
be a great hardship to exclude the class of persons just 
referred to from the benefits of Life Assurance, there 
exists no necessity for doing so, the statistics of malfor- 
mation and of disease affording data equally safe for 
assuring the lives of persons labouring under almost every 
malady as those of perfect health. 
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DISEASED LIVES- 



The science of statistics has within the last few years 
been so successfiilly applied to the duration and mortality 
of disease^ as to place the application of Life Assurance 
on diseased lives on as secure a basis as even that of 
healthy lives. In feet, the risk of assuring the lives of 
persons labouring under disease, must from its own nature 
rest on as satisfactory a basis as those which regulate 
ordinary assurance. 

Applying the system of assurance of diseased lives to 
the transactions of an Assurance Office is highly essential 
to the interest of this class of persons, who, from defect of 
health, are excluded firom the benefits offered by the 
existing Life Oflfces. We have shown that the data col- 
lected are such as to afford the utmost confidence in the 
safety of its principles, and from the materials on which 
its calculations are founded we couBider that, with due 
care and discrimination, the risk is not greater than that 
of an ordinary assurance. Nevertheless the high rates of 
premiums d^nanded for persons labouring under dkease 
are an obstacle to persons assuring, who would be desirous 
to avail tiiemselves of the benefit of the system. It fre* 
quently happens that the person to whom a policy of 
£500 or £1,000 would be a most desirable object, can- 
not a£Ebrd to lay out about £30 or £W per annum, which 
is the {premium required on a life aged thirty years. 

There is little doubt that the chaises for assurance on 
diseased lives are disproportionately high, and that there 
might be a very material reduction, and yet great profits 
made. These excessive charges appear to be a great 
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oversight on the part of those who profess to assure 
diseased lives, when it is recollected ihat the proportion 
of invalids to persons in sound, or assurable health is 
more than two-thirds of the populati(m ; and from which 
there is every reason to suppose that if the advantages 
held out to invalids of effecting assurances upon equitable 
terms were of a corresponding advantage such would meet 
with general support. 
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DECLINED LIVES. 



The operations of most existing societies confine their 
assurance to persons in full healthy and reject all but 
what they designate " select lives f that is, lives which 
they consider will attain the expectancy. Under this 
system, all persons of weakly frame or delicate constitu- 
tion, persons in whose families disease is supposed to exists 
are as a general rule precluded from assurance, two or- 
three companies only professing to undertake the risk 
upon receiving an arbitrary imposition of extra premium^ 
which few would consent to pay. But before proceeding 
to develop the particular features of this new system of 
assurance, it is necessary that the custom of existing 
societies with regard to doubtful lives should be clearly 
understood; and to exemplify this we will instance a case 
which actually occurred in practice. 

A gentleman, aged 27, having occasion to effect a policy 
for £1,000, made proposals to two established offices, and 
by both was rejected, not on the ground that he was 
labouring imder any disease, but merely that it appeared 
from his written answers to the routine questions, that 
predisposition or liability to disease might be inferred, 
from an accident he had met with some years before. 
This, in the opinion of the medical officers, placed his life 
within the category of " unsound.** 

This gentleman consequently applied to an office pro- 
fessing to receive diseased lives; although the medical 
examination declared him to be perfectly free from actual 
disease, the medical officer recommended the life to be 
taken at an advance on the usual premiums. The pre- 
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raium payable for a healthy life of that age was about 
£20^ but an advance premium was demanded of £67^ 
being the rate usually paid on the life of a person aged 
upwards of 60 years. At the great majority of existing 
offices this life would be uninsurable ; and at those offices 
which would entertain the proposal the assured must pay 
a premium equal to that payable by a person aged 60 ; 
the premium, too, would be payable for life unless the 
assured proved to the satisfaction of the Assurance Com- 
pany that he was in such a state as probably to attain his 
full expectancy of 36 years, which only would entitle him 
to any reduction in the premium. 

It is well known to all who are conversant with the de- 
tidls of Life Assurance business that thousands of lives are 
annually rejected who are neither diseased nor have a 
strong tendency to disease, and which, in many instances, 
may be taken as average lives, or as lives but a small frac- 
tion below the average. The difference in value between 
a ** declined life " and an ordinary life may be effectually 
covered by a uniform increased rate of premium. The 
advantages of assurances of this kind are evident from the 
fact that upwards of 23 per cent.* on the lives insured are 
annually rejected. ^ 

The very large proportion of lives thus declined are not 
unsound lives, but are rejected on the grounds that the pro- 
posed life is a trifle below the average. In such cases the 
proposed assurer becomes one of the "declined lives," and 
is generally compelled to resort to offices which insure 
.diseased lives at extravagantly high rates of premium. 

Experience proves that Assurance Offices can undertake 

• F. G. P. Neiaon : " Vital Statistics." 
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to insure the lives of confirmed invalids or diseased persons 
at moderate and equitable rates ; consequently^ the prac- 
ticability of assuring the lives of those persons who have 
not even a tendency to disease, but are merely declined by 
other offices, may be deemed eligible after a carefiil medi- 
cal examination, aided by the testimonials of persons 
acquainted with the habits and constitution of the party 
proposing to assure. 

It is evident, therefore, that assurances may be effected 
on such " declined lives" as the medical officers shall con- 
^der to come within a class, the risk upon which lives to be 
covered by one fixed extra rate of premium. But it is 
necessary that such extra rate should not be a permanent 
tax, but all lives so assured should be allowed at intervals 
of twelve months the option of a re-examination by the 
medical officers of the society, with the view of ascertain- 
ing if the causes still exist which led to the increased scale 
of premium. If the causes have become removed, then 
such lives ought to have, a reduction of the premium to the 
same rate as would be applicable to an ordinary life of the 
age of the assured at the date of his policy. It may 
readily be believed that persons declined by other offices 
would gladly effect ^^surances with an office of this descrip- 
tion, and that it would present a very large and legitimate 
source of business. 
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VALIDITY AND NON-VALIDITY OF LIFE 
POLICIES. 

The defects of Life Assurance have been placed in so 
strong a light by the circumstances of recent deci-' 
aons of the courts of law that the interests of society 
force the consideration of the subject on public atteu' 
tion* 

The insecurity afforded by the present state of the law 
to the widows^ orphans, and representatives of those who 
may have insured their lives as a provision for their 
fiEunilies, has been a constant obstacle to the progress of 
Life Assurance, and the imcertainty which has hitherto 
attended the rights of policy holders, the vexatious delays 
in the settlement of' ckdms, extorted compromises, and 
protracted litigations, have had the effect of deterring 
many persons from resorting to life policies as provi-* 
sions for fEunilies, or as security in pecuniary transac- 
tions. 

The object of these observations is to point out the 
risks to whi<^ the assured are exposed, and to show in 
conducting the business of Life Assurance the absolute 
necessity of answering and fulfilling the conditions of a 
p<dicy in a rigidly strict and honourable sense, and of 
paying in full every policy which may beccwne a claim, 
and of guarding against seeking to overstrain any 
point of law, or trusting to any legal quibble or 
technicality. 

An assurance is a. contract whereby the assured 
undertakes to pay the premium regularly, and the 
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company to pay the stipulated sum three months after 
death; provided that ^^ every statement^ declaration, and all 
testimonials and documents addressed to or deposited with 
the company in relation to the assurance, shall be foimd 
to be in all respects true." These statements are held as 
warranted, and taken as the basis of the contract ; so that 
the policy shall be void if any "important information" 
has been omitted. 

The effect of these clauses, and the consequences 
resulting from them, have been determined by decisions of 
the courts of law and by institutional writers, who have 
decided that an error in a policy, or in the information 
given to the office, however innocent or imintentional, has 
the effect of vitiating the policy ; and the records of law 
prove that advantage may be taken of the assured in such 
cases, when from the distance of time and the death of the 
person whose life was assured, there do not exist the 
means of proving the facts relating to the granting of the 
policy; consequently the public must ever* remain ignorant 
of the nature and extent of the compromises which 
persons assured have found themselves obliged to make 
rather than risk litigation. 

It is competent for parties to make their contracts 
dependent upon any conditions which the office may 
suggest — " Whether the portion of a warrantry eventually 
discovered to be incorrect or not complied with be material 
or wholly imnutterial with respect to the nature of the 
risk, the result will be the same ; and when the truth of 
the facts is positively alleged, and not limited to the 
knowledge of the assured, although a mis-statement may 
have arisen from, the most innocent mistake^ or from false 
information afforded by others^ or mere inadvertence^ the 
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assured wUl be in the same position^ as to legal remedies in 
the contract^ as if he made the most wUftdly^raudulent 
averment.^^* 

It ifi not enough that the proposal and declaration made 
by the assured are objectionable. Hie friend's report 
and that of the medical referee are regarded by law as 
statements of the assured party, although most of the cii^ 
cnmstances stated by the persons applied to can be known 
only by collateral evidence, or as matters of opinion; and 
the answers to questions relating to such matters cannot 
be expected from the proposer, the friend, the medical 
attendant, sati the company's medical adviser to be 
in perfect unison. The policy is so prepared that the 
assured enters into a contract that these statements ai^, 
in fiiet, literally true, although he never wrote them, nor 
had a knowledge of the statem^its made. Such an en* 
gagement being in legal language a warranty, the effect 
of a warranty ^^ being in the nature of a condition to be 
performed by the insured, before he can demand the per- 
formance of the contract on the part of the insurer, being 
once inserted in the policy it becomes a binding condition 
on the insured, and unless he .can show that it has been 
strictiy fulfilled, he can derive no benefit from the policy."t 
The very meaning of a warranty is to establish the 
assurer's responsUxility, and the obligation undertaken by 
the office effectual, only if any untrue statement (whether 
the assured was aware of it or not,) be ocmtained in the 

/ 

* Dowdeswell on the Law of Fire and Law Insuranee, p. 35. 

f Marshall en Lisurance. 
K 
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proposal or declaration rektive to the age^ state of healthy 
or other circumstances affecting the life assured, the policy 
shall become void, and all the moneys paid on account 
thereof forfeited. The claimant of a policy is required not 
only to warrant the facts alleged in the statement to be 
literally as they have been represented ; but also to prove 
that the age did not exceed the age slated in the proposal 
The hardship and injustice to the assured that a policy 
should be completed in the mere declaration as to age, 
when the party is alive who can so readily prove it, and 
afterwards to require his executors to prove a fact of 
which they may be altogether ignorant is sufficiently ob- 
vious. The office receive premiums, grant bonuses in re- 
spect of such a policy, offer to purchase it, and in every 
other respect treat it as a valid policy, and afterwards 
dispute its validity. Such a policy of assurance is an 
incomplete instrument, and affords no certain means of 
provision for a family or of security for a creditor. 

The effect of the preceding doctrine of law is this — 
that the owner of a policy cannot recover, unless he can 
make out affirmatively, to the satisfaction of a jury, after 
the assured is dead, that he had not had at any time, from 
infancy upwards, all or any of the diseases, or symptoms 
of diseases, mentioned in the proposal, upon which the 
office may raise an objection — ^in fact, that as the law now 
stands, the claimant in an action on a policy is in effect 
put to the absurdity of proving the affirmation of a nega- 
tive proposition. 

The consequences of this are very important, when 
applied to the validity of life policies, for few persons 
die by the natural exhaustion of life. Persons are 
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generally taken off by the force of a known disease,* and 
it has been the practice of offices, after the death of the 
assured, to connect that disease with some ailment un- 
known to the nearest relatives, medical advisers, or the 
patient himself before the date of the policy ; and to in- 
validate a policy on such grounds is, in fact, a fraud upon 
the assured. 

Medical investigation cannot define the precise limits of 
perfect health, the scale of charges for premiums is on 
that very ground calculated and fixed by an average, not 
by an individual standard of mortality. Premature death, 
therefore, is an actually recognised risk; the oniLs of 
detecting imposition rest^s with the office, and a failure in 
establishing a charge of fraudulent concealment or misre- 
presentation must consequently be injurious to their 
character and prospects. 

The assured, in addition to the usual questions con- 
tained in the forms of proposal, which he answers to 
the best of his knowledge, refers the office to his medical 
attendant and a friend ; and the information derived from 
these parties, involving different series of questions, are 
placed in the keeping of the office with the other papers 
connected with the case, but are not shown to the applicant. 

Although the office have the means of satisfying them- 
selves from medical examinations, reports, &c., the ques- 
tion whether there is an assurance or not still remains 
open as against the assured, and no degree of caution on 
the part of the assured, or of investigation on the part of 
the office before granting a policy will prevent the com- 

♦ Lord Manafield, in the case of Willis v. Poole, 1780, says—" We 
are all bom with the seeds of mortality in us, — a man subject to the 
gout is a life capable of being insured, if he has no sickness at the 
time to make it an unequal contract." 

K 2 
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pany from disputing the pajrment after death. Even the 
admission of the fact that the assured was at the time of the 
policy in good health will not preclude the office firom 
taking advantage of any questionable answer given by the 
assured^ under a misapprehension of the meaning of any 
one of these queries^ andthat, too^ at a time when his ex* 
planation cannot be obtained. 

It will no doubt be ih the recollection of the reader of 
liie extraordinary nature of a litigation of a life policy 
tried at Warwick, 1846. The subject of dispute was a 
claim made on an office of the highest standing in Lcmdon, 
and resisted by that company. A policy had been effiscted 
a few years ago on the life of a person who had since died, 
and the office received the stipulated premiums during 
that period, declared bonuses in respect of this policy, 
oflTered to purchase it, permitted it to be transferred to a 
purchaser, which they acknowledged, and in evary respect 
treated it as a valid policy. When his representatires 
demanded their daim, they were met by an allegation 
that the office had become absdved from all liability, by 
some error in the original contract, but refused to inlbna 
the claimants under the policy their reason for objection 
to pay the money without litigation. 

The history of the case is this, that the company at- 
tempted to prove that the assured had ^it blood* before 
the policy was effected. Spitting blood is a symptom of 
consimiption, and the directors were not convinced by the 
verdict of three juries that they were wrong. A 
medical writer, in remarking upon this case, says,* " wc 
apprehend that very few people pass through life without 
spitting blood some time or other ; very many people in 

* Medical Timesy August 15, 1846. 
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certaiii statee of dyepepsia^ or disordered general health, 
are as subject to bleeding from the gmn^, the mucous 
membrane of the mouth, the fauces, or the tonsils^ as 
Others suffering from determination of blopd to the head 
are liable to bleeding from the nose; and if an ignorant 
bystander see a man spit blood under the circijmstance* 
above mentioned, or after having picked his teethj or 
chafed his gums, ia to report the poor fellow the victim of 
hasmoptyses, and on this solitary ground an exception is to 
be taken to the validity of his assurance, we e^eot very 
few would be safe."* 

This is not an isolated caae of companies attempting to 
evade payment of policies on technical points of law, for 
the public will doubtless remember that similar defences 
have been set up by various offices to claims of similar cha- 
racter. This company was remarkable for having dis-* 
played an extraordinary energy in alleging misdirection of 
the judges, and in endeavouring to save its funds from the 
just demand of the claimants — ^three actions were brought 
and three verdicts returned against the office on this single 
policy of insurance of £2,000. 

* We knew a man refused admittance into an Insurance Office — 
despite the testimony of his own surgeon, and of the physician to the 
institution in his favour — ^merely because one of the clerks of the com- 
pany deposed to having more than once seen the poor &llow spit 
blood. The fact was, they were in the habit of smoking a pipe to- 
gether occasionally at the same tavern, and it was the custom of the 
individual in question to pick his teeth after having finished his to- 
bacco, and that little dentdl operation was generally followed by loss 
of blood from the gums. The case of the sufferer was hard enough, 
for not only was he refused admission into the office in question, but 
the other offices in the town hearing of his rejection by the one afore- 
said, refused him also, and he was therefore left utterly without the 
means of making the provision he desired for his wife and 
children. 
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It might have been imagined tiiat a just interpretatkm 
of a contract would have been all that a puhBc con^any 
would desire^ but here we have an instance of a determi- 
nation to reject the opinion of three different special juries 
upon the facts, so long as there was a technical objection 
for evading a moral binding engagment. 

The decision in this case will it is hcq^ed induce the 
public to protect themselves by a careful selection of the 
office, and to avoid such offices who, as in this case, per- 
tinaciously resist the claims to which they are liable. 
Although successful throughout, the costs in this acticm 
were thrown upon the claimant, and amounted to more 
than £2,000, the sum in dispute ; consequently, after the 
success of this lengthened investigation, the claimant lost 
money by the purchase of the policy. It is calculated as 
part of the loss towards the office will be the "unfavour- 
able impression'' that must be created in the public mind 
by the fact that, after two adverse verdicts, this office 
made a third imsuccessful effort to resist payment of what 
a third jury had decided to be a just demand. 

The preceding objections are applicable to the present 
system of Life Assurance, but offices have recently pro- 
posed to limit their objections to policies on the ground of 
fraud only ; this leaves the question of the validity or 
non-validity of the policy necessarily in the same position 
as it would be without any such limitation, and exposes a 
claimant to all those legal objections which may be brought 
to bear upon a policy, inconsistently with a due re- 
gard to justice, and places an office in a situation to liti- 
gate successfully with a claimant without alleging fraud. 
This promise does not afford any guarantee that the sum 
assured will be paid, nor any stipulation that the directors 
will not relieve themselves from the claim upon grounds 
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which do not impute deceit or improper conceahnent on 
the part of the assured^ or drive his widow and orphans to 
compromise on most unreasonable terms. 

Some Assurance Offices have assumed the right under 
their several contracts to repudiate all policies and 
the premiums paid on the lives of those who die by 
suicide^ duelling, or the hands of justice, or upon the 
high seas, without licence from the company, except- 
ing it occurred in travelling from one part of the 
kingdom to another; all of which are accepted in the 
policy, together with all the premiums which may have 
been paid. These risks form part of the very elements 
of, and are taken into account in, the valuation of human 
life, and as such they are invariably charged for in every 
scale of rates, and being included in every table of mor- 
tality upon which premiums are based and graduated, 
upon what just plea, therefore, can they be made the 
grounds for not returning the premiums ? In some cases 
offices are induced to restore to the widows and orphans a 
small portion of the accumulated premiums, which is, in 
fact, their own funds. In other instances, if five annual 
premiums had been paid, or a sum equal to that, the 
office would have purchased the policy at the time of the 
death of the assured ; but this is dependent upon the dis- 
cretion of the directors, and is not subject to any fixed rule. 

This is most imjust to the relatives of the assured, for 
the survivors are entitled as a right to receive back the 
premiums paid on policies on the lives of those who have 
not died a natural death, and to offer less appears not only 
to be t;aking imdue advantage of the death of the assured, 
but is unworthy of a just and honourable institution. 

The objections which have been stated prove that the 
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aggrieved partj seldom has it in Us power to obtain re* 
dress from a court of law ; for the claimant is not in pos- 
session of the evidence which will regulate the decision of 
a Courts that being in the keeping of the office ; and con- 
sidering the preponderating advantages which an office 
possesses in the absence of the best witness for the claim- 
ants — ^the assured himself; and in having the custody and 
control of the documentary evidence^ it might be ex- 
pected that a company would state what were the 
grounds for disputing the payment of a policy after the 
death of the assured. Such^ however^ is not the practice. 
Thus an office has the power to drive widows^ orphans, or 
representatives of the assured into an unequal struggle 
for the enforcement of their chums at law> or to force them 
into a dishonourable compromise. 

The records of the courts of law furnish abundant proof 
of Assurance Companies refusing the payment of a policy, 
and failing to convince juries that fraud, charged for the first 
time after the death of the assured, had been practised in 
obtaining the policies in dispute. But even a verdict in hr 
vour of the claimant on a policy of insurance is no security, 
inasmuch as it is in the power of the office to raise by their 
pleadings a multiplicity of complicated questions to be tried, 
and by taking exceptions to particular expressions of the 
presiding judge, with reference to ihe particular state of 
the law applicable to any one of these questions, to de- 
prive the claimant of his verdict and expenses, and suc- 
ceed in obtaining a second and a third trial, with the same 
consequences, at an expenditure ruinous to any but a 
public company. Thus a contest at common law, be- 
tween the representatives of a person assured, and 
a public company, as to the validity of a policy of 



Digitized by VjOOQIC 



VALIDITY AND NON^VALIDITY OF LIFE POLICIES. 129 

assurance after the death of the party whose acts are im- 
peached, is unfair and unequal, both with reference to the 
present state and practice of the law and the relative 
condition of the parties. The manifest hardship imposed 
upon persons who have effected policies of assurance upon 
their lives, to be pjud at their death, in consideration of a 
given annual or other premium, and on those who may 
have become entitled to policies by transfer or otherwise, 
might be ex^npMed by reference to numerous decisions 
of the courts of law, which would, however, give an inade- 
quate idea of the evil cffiscts which have arisen from Life 
Assurance contracts being made for the protection of the 
assuring body without suffident regard to the interests of 
the assured. It is obvious from the construction of the 
policy deed, as adopted in practice, that the interest of the 
assured is left wholly unprotected ; and the rules of law, as 
applicable to the contract now in use, are sufficient to 
prove the hardship to persons whose industry and eco- 
nomy had been exerted to procure, by means of Life 
Assurances, a onnpetency for their families, involving 
widows, relatives, and creditors in unexpected penury. 

Life Assurance under the protection of such a law is a 
delusion, and becomes a snare, affording facilities to in- 
validate a policy of assurance, and render it valueless, as 
a negotiable instrument of security ; and the system now 
adopted is sufficient to prove that a complete change is 
required in the practice of Life Assurance to afford justice 
to the assured. 

We have no data to enable us to enumerate all the 
litigated cases on Life Assurance, or the extent of 
the number and magnitude of abandoned and compro- 
mised claims ; but the numerous decisions of the courts of 
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law induce a well-rounded belief of the liardship and 
injustice of the present loose practice in granting assur- 
ances in place of strict inquiry being made before the 
assurance is completed. It has become the practice to 
grant policies without investigation^ and put off the duty 
of inquiry until the claim arises. 

In commenting on the details of a litigated case, a daily 
paper remarks: — *"Less than half the trouble taken 
after the death of the assured in this case would have 
been sufficient during his life to have settled, without the 
necessity for the expense of an action, the question of his 
being healthy or in a state of disease." 

This state of matters has inspired such confidence in 
offices of the highest standing that in many instances re- 
ferences to friends and medical attendants are not required 
when the company's medical report is satisfactory. 

The warranty facts, the accuracy of which must be 
substantiated to the letter of the representation, which in 
all material points must be proved to be true before a 
policy can be made effectual, are such that offices are so 
satisfied with the security of the warranty clause as to 
give themselves no trouble to ascertain the state of health 
or the nature of the habits of the assured at the time of 
effecting the assurance. A pamphlet, in a popular form, 
has been published, entitled, " Defects of Life Assurance,** 
in which it is stated that — 

" An Irish agent of one of these offices was not allowed 
to give a fee to a medical examiner; and applicants for 
assurance, after signing their propo&als and declarations, 
used to be told that nothing more was wanted but a 

♦ Times, March 10, 1846. 
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medical report^ which they might procure from whom ihey 
chose. Medical reports, suited to the wishes of the ap^ 
plicants, were of course procured and forwarded to Lou- 
don, and pdides were returned : the more erroneous the 
reports, the more easy would it be for the company to 
free themselves of their obligations to pay. The pre- 
miums would be paid as they became due, and the policies 
might become the property of persons who had paid for 
them, as if ihey were valid documents of security, truly 
representing the sums assured. 

*^ If the assured life in such cases happened to continue 
the average number of years, the policy would be paid 
when the daim arose ; if it happened to drop early, the 
trsual inquiries would invalidate the policy, which was 
really worth nothing but what the company might be 
pleased to give for it. To regard such a document as a 
deed of security would be preposterous. But further it 
has been found that some offices increase the number of 
the warranted facts* to such an extent that unless the 
person assured had been in every respect perfect, both 
in body and mind, the policy is void." 

Life Assurance, under such a system as this, not only 
entails disappointment and loss in place of the blessings 
which, under proper regulations, it is calculated to confer, 
but opens a wide field for direct temptation to offices, not 
of the highest character, to relieve themselves from the 

* A Scotch office of the highest standing announced at an annual 
meeting, 1845, that the company had never had a law suit. A 
perusal of the warranty clause, and the terms used m theur policies, 
will explain that fact ; but ihey will not venture to affirm that they 
have paid in full all their policies, never repudiated a policy, or refused 
to pay a claim, or been compelled to pay by an award of an arbitrator. 
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obligationB which they have undertaken, by taking every 
advantage which the technical rules and forms of law will 
permit. We are led irresistibly to the conclusion that 
under such a state of things the claims annually aban- 
doned, and the extent of the compromises that occur in 
place of law suits must be numerous, although they ever 
will be unknown to the public. A highly-respectable 
office stated that they never disputed a claim, but they 
have ceased to employ that style of advertisement since 
March, 1848, when they disputed a claim for f6,000. 
The case was settled by compromise, the company paying 
£3,500 in place of £5,000. There was no public trial, 
no report of the case in the law books, or newspapers, and 
the office saved £1,500. How many claimants are re- 
duced to the alternative of succumbing to tyranny and 
injustice, receiving a partial instead of a full payment of 
a policy rather than risk litigation ? The history of Life 
Assurance contains too many examples of cases of hard* 
ship and injustice, arising from the unequal position of the 
contracting parties — a powerful company on the one hand, 
and an individual generally of moderate means on the 
other. 

As an example of the manner in which the business of 
Life Assurance is conducted, the public should be made 
acquainted with the insecurity of life policies to persons 
effecting assurances on the lives of debtors, and the mode 
of business which rich and powerful associations adopt as 
a means to relieve themselves from the obligations by 
forcing claimants to abandon policies under circumstances 
of extreme hardship whose assurances are dependent 
upon the lives of individuals. We relate a case of an 
okl*established company, whose capital consists of its ac- 
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cumulations from prenunme received on policies which 
they haTC granted. 

This company repudiated a policy on the ground that 
the assured had gone beyond the prescribed limits, and 
that, consequently, his policy was void. This was the 
case of an individual who assured the life of a debtor, 
and paid the stipulated premiums for some years. The 
person whose life was assured went out of Europe, and 
died, but his death was not caused either by the voyi^ 
or climate; neither was the claimant aware of his debtor^s 
having left England, or of his intention to do so, when he 
effiscted an assumnce on his life ; although the claimant 
immediately offered to reimburse the company for the 
extra risk, which in reality did not exist, the board re- 
jected his claim, and the complainant was compelled to 
abandon his policy. 

It is proper to state that a modem Life Office had paid 
clfdms of greater amount than his demand on policies on 
the san^ life, containing the same restrictions as to foreign 
residence ; and it is important to observe that by the regu- 
lati<ms of this office a whole-wwld policy was not granted 
as in modern offices, on payment of extra premium, there- 
fore no assured could depend upon getting payment of 
his debt from them, which renders their policies totally 
worthless as securities. 

The very serious consequences arising to persons assu]> 
ing the lives of debtors, who may at any time, by going 
beyond the prescribed limits, render their creditors' policies 
valueless, unless offices allow a general leave, or whole- 
world policy, on payment of an extra premium, varying 
with the circumstances of the case. The injustice 
of such a case to individuals, and which has the effect 
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of detractiiig from the value of policies^ hatfireq^aently oc- 
curred to members in old-established offices. It oftea 
happens that there does not exist the remotest su^icion 
of the party's going abroad when the policy is taken out^ 
and the consequence is, that if the assured has gone 
beyond the prescribed limits, the policy is void. The 
conclusion at which we arrive is, that an office which de- 
clines to adopt the system of general leave, or whole-world 
policies, on payment of extra rates, at the time of assur- 
ing the policy, should cease to grant policies dependent on 
the lives of others, as such policies being valueless as nego- 
tiable instruments of security, their value is materially 
diminished, for the public are reasonably deterred from 
applying to such offices for assurances. 

The term " Assurance" must be considered a misnomer 
as applied to those companies in which the practice of 
compromise, or non-payment of policies, is adopted. A 
person is said to be " assured " because it is m^de quite 
certain that if so much is paid by way of premium, so 
much money will, at his death, be available for his repre- 
sentatives. What ^^ assurance" can there be for an indi- 
vidual who takes out a policy in an office which, after re- 
ceiving the annual premium during his life, reftises to pay 
the sum agreed upon when it becomes the turn of the 
company to perform its part of the contract ? We do not 
hear of cases in which Insurance Offices decline accepting 
any further payment from persons suspected of having 
given false information as to the state of health, though it 
is obvious that such falsehood could be investigated much 
more readily, and nught much more easily be ascertained 
in the life time than after the death of the party charged 
with the mis-statement. It is unjust to question the 
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technical accuracy of a claim when the mtentions of 
the opposite party have been honest, and no fraud at- 
tempted by the claimant. Even if, through error, an 
individual may have suppressed some fact of the existence 
of which he might not have been aware at the time of 
making the declaration, preliminary to insuring his life, 
such a mistake ought not to be taken advantage of to 
vitiate a policy. 

It is believed that this system of repudiation has been 
productive of great benefit to the companies adopting it, 
as some offices have increased their surplus premiums con- 
siderably by avoiding the payment of claims of the re- 
presentatives of an assured party, if it was possible to do 
so ; but transactions of this gross and flagrant character 
will ultimately operate on offices that are disposed to liti- 
gate, and eager to avail themselves of every advantage of 
any flaw in the legality of proceedings, against the truth 
and justice of the case. Assurance Offices look to the 
living for support, and the public will be certain to avoid 
those offices which are in the habit of throwing obstacles 
in the way of the payment of the sums that had been 
assured, and they will not be disposed to peril the future pro- 
vision of their family on the chances of law, and will be 
cautious against effecting policies in offices which take 
every advantage of the error or ignorance of the assured, 
when it is the turn of the company to pay instead of re- 
ceiving. 

The question as to the validity of policies is made to 
rest upon the point how far the interests of an office 
are likely to be advanced or deranged by law suits. It 
may be urged that the company's own interests are suffi- 
cient to prevent them from appearing before the public as 
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litigants, or that the disputes with Life Companies have 
not been so numerous aa to induce a well-grounded fear 
of litigation in lieu of payment. The facts whidi we have 
already adduced appear to show that their interests are 
promoted by disputing policies, because the assured, who 
are in all cases less affluent, are often totdly unable to 
m^tain a claim in a court of law, and the conduct of 
Assurance Offices has been influenced by that consi- 
deration. The publicity given to assurance trials must 
necessarily have the effect of preventing assurers firom re- 
sorting to that office, and therefore the inter^ts of that 
c<Mnpany must be affected seriously; but the fiwjt of a 
company resorting to courts of law being known to the 
assured, enables the office successfully to reject claims, 
or to compromise them with more fecility. In this 
respect law suits are conducive to the interests of the 
company. 

The conclusion at which we arrive is, that an office which 
regards public opinion, and is dedrous to promote the 
interest of the policy holders, ought to be governed in 
their mode of budbess by an honest principle to the as- 
sured, and to abstain from litigation rather than seek the 
notonetj of judicial proceedings, and grant indisputable 
policies. The fact that the assured has ccnnpleted his 
pcurt of the c(»itract by the payment of the stipulated pre-* 
miums for tiie purchase of a certain sum of money to be paid 
at his death to his representatives being admitted, it is but 
fiur that the insurer shouki complete his portion of the con- 
tract ; which consideration ought to be sufficient to form an 
inducement to an office to avoid law suits. It may be 
assumed, on ihe one hand, that to those companies more 
interested in the settlement of claims than in adding to 
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the number of aesurances^ it may be an inducement to 
litigate claims ; whilcj on the other hand^ to modem of- 
fices^ seeking business^ it would be beneficial to renounce 
all advantages derived from the strict rules of law. In- 
deed, if the pure question of interest be considered, it 
would be found that all offices would best attain their ob- 
jects by paying all claims due under their policies. 

We do not for a moment believe that offices would re- 
ject a claim unless they supposed that fraud had been 
practised upon them. Boards of directors are bound to 
protect the interests of the company. These interests are 
defined by legal documents, and every claim upon the 
company's frmds requires from the board an investi- 
gation of the documents upon which the policy was ori- 
ginally granted. In giving full effect to the terms of the 
policy, or rejecting claims, they frequently have the im- 
putation of committing acts of tyranny and injustice when 
the indignation cast upon them ought to be directed 
against the system, which throws discredit upon the 
claims of the assured* It is evident that this imputation 
upon Assurance Companies forms a sufficient foundation 
on which to establish the justice and advantage of indis- 
putable policies. It is to the interest of an office to have 
the reputation of not being disposed to litigate claims, and 
for the sake of that reputation to refrain from raising 
questions in which they would probably be successfril. 
Would it not be for their interest, rather than incurring 
the risk of acquiring the character of litigiousness, to be 
able to inform the world that this reputation was based, 
not upon the character of the office, but upon an unalter- 
able element in their own constitution, that they are pro- 
hibited from raising such questions? 
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The only consideration that arises is as to the mode of 
testing the honesty of the assured, so as to ascertain what 
guarantee the company have against positive fraud. It 
is urged that if Assurance Companies were deprived of 
the power of disputing policies they would be left at the 
mercy of every description of fraud, which might seriously 
affect the stability of the office. Admit for the sake of 
argumeiit that policies may sometimes be fraudulently ob- 
tained ; but would it not be more equitable to the assured^ 
and conducive to the interests of an association, to remove 
the uncertainty and positive risk, and give full scope and 
development to the manifest advantages of Life As- 
surance, and to satisfy the public that a policy of assur- 
ance shall have an indefeasible value affixed to it, so that 
it can be used as a provision for a family, or as a negotiable 
instrument of security in all pecuniary transactions ? The 
objection that it would be unsafe for Assurance Companies 
to make their policies indisputal^le has no foundation on 
principle, and would be fatal, if well founded, to every 
system of assurance, which to be ultimately beneficial to 
the assured cannot fail to be safe to the assurers. Expe* 
rience demonstrates that objections greatly overrate the 
danger — if we estimate roughly (for we have no data for 
calculation on the subject) the small number of life po- 
licies which can have become claims since the beginning 
of this century, and compare the nimiber of reported 
trials, it will be found to bear a very small per centage. 

Every policy of assurance should be liable to depend 
upon the issue of an inquiry. All the facts regarding a 
man's present state of health and habits can be discovered 
on proper inquiry now ; and the office should not have the 
power to say after the assured is dead that the policy was 
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eflfeoted by fraud and misrepresentation, but ascertain 
the facts while he is alive. By exercising caution in 
taking the risks the office would protect themselves from 
the remote danger of fraud, and would not abuse the 
power which a rich and powerful association possesses 
over poverty ih such a struggle as that of disputing just 
and equitable claims. A life accepted and the policy 
once granted by the office should ever afterwards be un- 
impeachable. 

The value of a policy is injuriously affected by every 
doubt which can attach to its ultimate validity. This is, 
in fact, a fraud upon the assured. The very object of a 
policy of assurance is that the amount stipulated shall be 
paid at the death of the assiu*ed ; when there is any doubt 
as to the result it is a contradiction 'in terms. 

A company which is prohibited from disputing a policy 
once granted will take sufficient care to ascertain the real 
state of the risk before granting the policy. 

The principle of the indisputability of policies is the 
only one deserving the name of assurance, and there is 
not the slightest reason why Life Offices should avail 
themselves of the strict rules of law to dispute any policy 
they have granted ; and clauses to that effect have already 
been approved of by the Registrar of Joint Stock Com- 
panies. Life Assurance under proper regulation would 
be a blessing to society, and one of the greatest advan- 
tages, as it is one of the highest refinements of civilisation ; 
but the evil of litigation, such as we have described, bids 
fair to render it " a mockery, a delusion, and a snare." 

It is only due to the assured, the creditors in the case, 
that Life Assurance Companies insert in their deed of 
settlement a clause prohibiting them from disputing any 

L 2 
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policy they have granted, abolish the warranty clanse, and 
grant unrestricted policies. From what we have stated it 
will appear that to litigate a policy of assurance is not 
only unjust to the assured, but pernicious to the interest 
of the company, and that a society founded on the princi- 
ple of indisputability is at least as secure as any other 
company. 
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CHAPTER V. 



ORIGIN, PROGRESS, AND DEFECTS OF 
FRIENDLY SOCIETIES. 

TOGETHER WITH THE BATES OF HOBTALITY AND COH- 
PABATIVE VALUE OP ANNUITIES, ACCOEDING TO THE 
TABLES OF CHABLES ANSELL, ESQUIBE, AND F. G. P. 
NEISON, FJ3QUIBE. 

Thebe is probably no more satisfitctory evidence that as 
the human mind is onltiyated and improved, prudence and 
providence are increased; and that knowledge is becoming 
daily diffiised among the labouring classes in this country 
is apparent from the fact of the present increasing desire 
they evince to make such provision, by their own honest 
industry, through the medium of Friendly Societies, as 
will avert the misery which poverty adds to the> bed of 
sickness, to the infirmities of age, and to the hour of 
death. 

The foregoing appear to be natural and direct inferenceef, 
and the truth of them cannot be questioned by those who 
have had the most extensive experience on the subject of 
Friendly Societies ; for such persons would not hesitate to 
confirm the assertion that the members of Friendly Societies 
are generally the most intelligent, sober, steady, and 
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trustworthy men of their class in their respective neigh- 
bourhoods. 

The following observations on the progress and present 
state of Friendly Societies, which have been distinguished 
for their magnitude, and excited so much interest among 
the provident members of the working classes, are pub- 
lished with a view of extending a knowledge and inducing 
the adoption of Life Assurance more widely amongst the 
industrious and working classes of the country, to enable 
them to embrace the comforts of a just and merited reward 
of their honest and industrious savings, as the only means 
available to the working j»an of providing for the comfcart- 
ablQ support of his fwoly. 

Xbe. advant£^es of associations ^milar in their nature to 
friendly societies seem to have been appreciated at a very 
early period ; and it is probable that associations which 
hsA for their ol^ect to provide for the necessities of the 
few by l!he contribjationja of the many, were nmneroua 
prior to the Norman Conquest. In the year 1066, al- 
though the art of printing was unknown, and the scarcity 
of authors in that p^od had prevented the existence of 
many such institutions being recorded, some curious in- 
foraiation respecting the ajacient history of these associa- 
tiouB for mutual support, formed among the middlii^ and 
lower dasses o£ society, is contwned in Sir Firedenck 
Eden's '* History of the Poor :"*—" The gmlds or social 
Q0rpo¥9'tions of the Anglo-Saxons seem, on the whole, to 
h*ve beeu friendly associations for mutual aid and contri-.. 
l?ution, to meet the pecuniary exigencies which were per- 
petually arising from burials, legal exactions, and other. 

* Vol. I., page 590. 
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« 

payments or compenflations."* At what period of time 
friendly societies in their j»*e8ent form arose, it might be 
difficult to trace ; but no legislative interference or reguhir 
tion with respect to friendly societies occurred until the 
year 1793, when the act was passed which is known by 
the name of its author, Mr. Geoi^e Bose. Since that 
period thirteen others have received legislative sanction. 

Between 1793 and 1846 a large number of friendly 
societies have been instituted. In 1802 no fewer than 
9,672 appear to have been returned to Parliament ; and in 
1815 the members of friendly societies were enumerated 
at.925,429.t 

These provident and self-supporting institutions are 
upon a very large scale, and it is estimated that the 
members of friendly societies in the kingdom approximate 
to (HkQ million and a-half of persons, whose annual contri- 
butions in the aggregate amount to £1,000,000 sterling. 

The societies numerically of importance are the fol- 
lowing: — Independent Order of Odd Fellows, Ancient 
Order of Foresters, Old Friends, Druids, &c Thwe 
are several different societies in the kingdom which pass 
under the name of Odd Fellows. There is the Man- 
chester Unity, a London Unity, a Leeds Unity, a Sheffield 
Unity, and a Bolton Unity. What is termed the Man- 
chester Unity of Odd Fellows was established in England 
in the year 1805, and is the most gigantic institution of 
modem times, embracing at the present time in its various 
ramifications throughout the kingdom, upwa^rds of 4,000 
lodges, and about 400,000 members ; and its income is 

♦ Sir Henry Ellis. 

t Report of the Select Committee of the House of Commons on 
Friendly Societies, 1925. 
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above one quarter of a mOlion amniallj. Hie memberi 
are stated to hare inereaaed during the last few years at 
the rate of 25/XX> per annum. 

Tlie plan adopted bj these sodeties is serionslj defec- 
tive, as the absence of all security, and the wuit of ex- 
perience in fixing the rate of contribution, prove disastrous ; 
and the rules bj which they are governed are erroneous 
and objectionable. The past experience of those who 
belong to them has proved that throu^ the wuit of 
scientific knowledge of the subject their expectations for 
mutual asfflstance at the time of rickness and the hour of 
death have proved delurive in their prcmiises, and a fraud 
upon their vested interests. The causes whidi have led 
to such insolvencies may be enumerated tiius : — The adop- 
tion of a uniform rate of contribution for all ages, the use 
of public-houses for meetings and buaness, and the insuf- 
ficient rates of contributions in proporticm to the advan- 
tages offered. The number of sodeties that have existed 
long enough to bring the suffidency of their contributions 
to the test of experience bears a small proportion to the 
number that have become insolvent.* In the early 
stages of such institutions the claims upon their fimds are 
few. They have usually started with manbers in the 
prime of life, so tiiat for a time nearly all the receipts 
appear to be profits; it is only when advancing age, in- 
creased rickness, or permanent infirmity, together with the 
claims for burial money, press on the funds, that it is dis- 
covered the original contributions have been inadequate to 
provide for the benefits promised to the members. 

*' llr. Cbarks Ansell states that the ocmditkm of 2,000 societies 
was brought before him in three years, all in a state of insdveo^. 
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It id shown by mathematical investigation that sick- 
ness and disease increase with age ; thus a person at the 
age of 20 is liable to only 5 days' 21 hours' nckness per 
annum; while one at 35 is liable to 6 days' 21 hours'; and 
at 60 to 4 weeks' 1 day 4 hours' ; and as there is a gra- 
duated scale in the probabilities of sickness^ the rate of 
payment should consequently rise in the same proportion. 
It is therefore evident that a scale of imjust rate of con- 
tributions could only lead to insolvency, as the increasing 
years and infirmities of the members would absorb all the 
funds, and leave the survivors destitute. 

A numerous class of friendly societies hold ijieir 
meetings for buoness at public-houses, and many instances 
might be adduced in which men of steady and religious 
diaracter have contracted habits of intemperance which 
have occasioned the loss of reputation and led to a pre- 
mature grave. 

In addition to the moral evils resulting from this prac- 
tice, is the unnecessary expense incurred in conducting 
the affairs of these societies. The positive waste of money 
arising from this very frequent but objectionable practice, 
is greater than, without examination, would be believed. 
It is thought that not fewer than 1,000,000 persons in this 
kingdom are members of friendly societies, and probably 
each person does not on an average spend less than 58. per 
annum at the monthly meetings and yearly feasts. The an- 
nual expenditure for what is in many cases a worse than use- 
less purpose, will therefore not fall short of £250,000.* A 
sum of 5s. per annum for each member of a friendly 

* Charles Ansell on Friendly Societies, page 136. 
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society is vasUy more than suffieient to de&ay the so- 
ciety's ordiucuy and necessary expenses oi managem^ott.* 
In a pecuniary point of yiew, this circumstance is much 
more important than most of the individuaJs concerned are 
aware. Take the expenses of a single order» and we shall 
find the amount of saving that would be effected were all 
its meetings held in private or hired rooms, not connected 
with public-houses. In March, 1841, there were 2,588 
lo^es in Great Britain and Ireland, of the Manche^r 
Unity of Odd Fellows. Of thb number, 1,254 lodges^ 
containing 95,364 members, then held their meetings <m 
Saturday evenings ; the r^ooaining 1,334 lodges, ccmtaining 
84,181 members, held their meetings on the other evenings 
of the week. Now, allowing each member of this order to 
spend only 2d. at each meeting of his lodge for the benefit 
of the house where it is held, the following table will 
show the aggregate expenditure of the order, supposing 
the meetings to be held fortnightly : — 



Evenings 
each Fortnight. 


Number of 
Lodges. 


Number of 
Members. 


Fortnightly 
Expenses. 


Yearly 
Expenses. 


Saturday... 
Various ... 


1,254 
1,334 


95,364 
84,181 


£ s. d. 

794 14 
701 10 2 


£ s. d. 
20,662 4 

18,239 4 4 


Total... 


2,588 


179,545 


1,496 4 2 


38,901 8 4 



* A man aged 25 could for an annual contribution of 5s. se- 
cure to himself a superannuation allowance after the age of 70, of 
£10 or £11 per annum; or he might, for such an annual payment, 
provide for an allowance in sickness until the age of 70 of aboutds. 6d. 
per week, or for a payment at death of at least £10. These are the 
advantages which might result from a discontinuance of holding 
meetings at public-houses. 
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We are aware that aome allowance ought to be made 
OB behalf of those lodges which are held only monthly ; 
but the deduction necessary on that account is probably 
more than met by the expenses of extraordinary meetings; 
such as lecture nights, committee nights, anniversaries, and 
other occasions. We should conoder that there would be 
no difficulty for rooms to be liired for the accommodation 
of this ordeo* for £7 per annum for eadi lodge, indudiye of 
light and fire. At this rate £18,116 would afford aocom- 
B^odation equal to what now costs £38,901 ; thus effecting 
an annual saving to the order, or its members, amounting 
to more thm £20,000. The item spent by each separate 
individual unquestionably seems small, but how many 
comf(»rts might be provided for the more unfortunate 
members of the brotherhood, and in how many different 
ways might the prosperity of the order be promoted by an 
extra £20,000 being annually placed at its disposal? We 
are not attempting to infer that the landlords at whose 
houses lodges are now established are too well remimerated 
jfor the convenience ; so long as they provide the accom- 
modation, they have a right to a sufficient rec(Hnpense; 
but it is obvious that those who are guided by the sugges- 
tions of economy will not resort to public inns as the 
most digible places at which to hold regular meetings. 

But there are other, and much more important reasons 
than the one just named why friendly societies should not 
hold their meetings at public-houses. The atmosphere of 
tiie public-house is certainly not the most suitable that 
might be found for the promotion of moral health ; and 
whilst men are laudably engaged in forwarding those 
schemes which are calculated to lessen the amount c^ phy- 
sical suffering, it is, to say the least, an act of imprudence 
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to select as the seat of business those places where temp- 
tations to immorality too frequently exist There can be 
no doubt that of the 175^5 members of the society 
above alluded to, agreat number are frequently led to the 
public-house, who would avcnd it if the bumness of their 
order did not call them thither ; and many also, after lodge 
hours, are tempted to indulge too freely in liquor, who 
would escape the snare were the affiiirs of the sodety 
managed at less objectionable places. If great advantages, 
would be likely to accrue to a single order by the adop- 
tion of the alteration we have suggested, the result wxnild 
be immensely benefidal were all friendly societies to 
comply with it. 

There can be little doubt that the foundation of habits 
of general intemperance is frequentiy laid by men who be- 
come members of societies established by interested per- 
sons, with the sole motive of benefiting a favoured public- 
house. Every discouragement should be given to this 
practice, which induces a habit so pernicious to the in- 
terests of individuals and to every ordinary duty of life : a 
custom not founded on reason should be opposed by every 
man of sound sense and reflection. 

Having briefly glanced at the history of friendly so- 
cieties, and taken a cursory view of the defects of existing 
associations, it may be interesting to my readers for me to 
enter into a minute scientific analysis of the law of mor- 
tality, on which depends the whole success and stability of 
these associations. The development or ascertainment of 
those laws must affect the consideration of tiie present 
question, and it has been of the first importance on enter- 
ing upon such a subject, to exercise every caution in the 
determination o{ the rate of mortality to whidi the mem- 
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bers of fnendly societies are in general subject ; and as 
that part of the question can be satisfactorily settled^ there 
cannot possibly exist any difficulty in the subsequent 
progress. It is remarkable that no exclusive information 
has hitherto been collected as to the duration of life among 
the lower orders, and it is obvious that neither experience 
drawn from the higher and middle classes, nor results 
taken from the army or navy, or from the London hos- 
pitals, can be depended upon in reference to the general 
mass of the manufacturing or agricultural population. The 
best record as to the rate of mortality among the working 
classes, is contained in the returns of friendly societies, 
which form a valuable contribution to our knowledge of the 
subject, and afford an excellent basis for the calculation of 
the average duration of the life of man with tolerable accu- 
racy, which has been found to lead to practical results. The 
persons composing friendly societies are almost exclusively 
the industrious members of the community, chiefly oc- 
cupied in the trades and toils of the mechanic arts, and 
the drcumstances in which the working population of the 
country are placed have generally been thought averse to a 
prolonged duration of life. The following observations, 
however, will show that the results of friendly societies 
give a higher expectation of life among these classes than 
amongst the general community, and that the average 
duration of life is greater in the manufacturing districts 
than in the country, and of higher value than lives in As- 
surance Companies, as deduced from the tables calculated 
by Mr. Finlaison, whose results are sufficient to account 
for the reduction of the scale for the general community 
80 much below tlie average standard of all classes in 
fiiendly societies. Every previous investigation into 
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the IswB of mortality produced tiie cooTiction that the 
Uvea of the woridng dasees of the kmgdom were ofdunter 
duration than those of the upper chiaBes, and also of less 
▼alne than the average results for the whole population ; 
but here we have a confirmation of die fiict that the in- 
dustrious workmen of the country experience an increased 
duration of life. 

The most favourable life tables hitherto formed have 
not shown anything so favourable as the results of friendly 
societies^ even among what are generally conadered the 
select classes of society. 

We have already shown that during the year 1844, 
at age 32, the mortality of males for the wh(de of Eng- 
land and Wal^ was 1 in 95 ; in the Manchester Uliity * 
it was 1 in 106 ; and for all classes in friendly societies 
at age 32, the mortality was 1 in 128; while for the 
rural districtf it was 1 in 109 ; for the town district it 
was 1 in 1 10 : and for the city district was 1 in 102.} 
To illustrate ftirther this point of the inquiry, the follow- 
ing table of mortality for the ages 20 to 60, deduced 
from the experience of the English friendly societies, 
shows the average standard of all classes of members, 
and gives a correct representation of the value of life in 
that portion of the population composing these societies. 

* Amongst 8,000 Odd Fellows residing in Liverpool in 1844, the 
mortality was 1 in 39 ; in Manchester, 1 in 41 ; in Birmingliam, 
1 in 57. 

t The rural district is composed of those places the population of 
which is under 5,000; the town district of those places the population 
of which is 5,000, and under 30,000; and the city district of such places 
as have a poptflation of 30,000 and upwards. 

I Rate of Mortality, page 34. 
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*TEADES NOT CLASSIFIED. 



BUBAL TOWN 

AGE. 

20 

30 

40 

50 

60 



AND CITY DI8TBICTS. 

LITINO. DTINO< 

95,691 648 

89,360 675 

82,245 772 

73,513 1,049 

60,881 1,525 



tTEADES CLASSIFIED. 

BUBAL TOWif AND CITY DISTBICTS. 



LABOUKEB8 MAT-ES. 


CLERKS — ^MALES. 


AGS. 


UTING. 


STING. 


AGE. 


LITING. 


UTIHO. 


20 


96,342 


588 


20 


94,881 


1,039 


30 


90,677 


506 


30 


77,905 


1,704 


40 


85,451 


583 


40 


65,660 


1,238 


50 


78,861 


767 


50 


52,639 


1,326 


60 


69,219 


1,142 


60 


32,703 


2,107 


PLUMBERS. PAINTERS. &C. 










' 


' 


BAKEBS HALKB. 




MAXES. 










AGB. 


urniG. 


DTIHO. 


AOE. 


UTIHG. 


DTIKO. 


20 


90,508 


1,411 


20 


95,425 


501 


30 


81,432 


1,016 


30 


89,375 


843 


40 


70,974 


898 


40 


83,120 


538 


60 


62,056 


1,262 


60 


66,279 


2,339 


60 


43,439 


2,131 


60 


49,296 


1,532 






tMINEES- 


—MALES. 






AGE. 


uvn 


lO. 


DTOtO. 






20 


95,2 


35 


690 






30 


89,1 


22 


442 






40 


83,8 


64 


699 






50 


73,8 


00 


1,438 






60 


54,1 


19 


2,896 





♦ Francis G. P. Nelson's " Vital Statistics." t ^*«^- + ^^• 
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These general results have occasioned some surprise in 
the minds of inquirers^ as they establish the fact that that 
highly-important and industrious class of men^ clerks, 
stand lowest in the above scale, and that from 20 to 60 
their expectation of life is only 75 per cent, of the general 
average. The expectation of life among plmnbers, paint- 
ers, and glaziers in the same period is equal to 8 1 per cent., 
miners 85 per cent., and bakers 88 per cent, of the general 
average. 

Plimibers, painters, and glaziers will be found next in 
the scale, and, although much below the general average, 
they are still of considerably higher value than the class 
designated clerks. 

Bakers, as well as the preceding class, have long been 
supposed to be unhealthy, and although no attempt had 
hitherto been made before Mr. Nelson's "Contributions to 
Vital Statistics" to ascertain the precise value of their 
lives, it is considered that the present results show a greater 
difference than would generally be calculated upon. 

The class miners will be found to rank above the three 
others at the early periods of life, but below them at the 
later periods of life. 

The expectation of life for members of friendly soci- 
eties is generally higher than that of the whole population 
of England and Wales, and in like manner it will be 
observed that the expectation of life among the members 
of friendly societies in Liverpool is also higher than the 
expectation for the general population of LiverpooL 

In the Fifth Report of the Begistrar-General will be 
found a table of the expectation of life for the town of 
Liverpool, and assuming that it gives a correct represent- 
ation of the value of life of the whole population, we shall 
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find the comparative value of life between the members of 
friendly societies and the general population to be as fol- 
lows : — 



1 


EXPECTATION OF 1 


LIPB IN 


DIFFBRBNCBS IN FATOUB OF 




UyZBPOOL 




FBIENOLT SOCIETIES IN LITBRPOOL 




Friendly 


Whole 






Age. 


Societies. 


Popnlation. 


In Years. 


Per Cent. 


20 


37-9553 


33-0000 


4-9553 


15-0160 


25 


33-9067 


30-0000 


3-9067 


13-0223 


30 


30-1437 


27-0000 


3-1437 


11-6433 


35 


26-5260 


23-0000 


3-6260 


15-3303 


40 


23-1524 


21-0000 


2-1524 


10-2500 


45 


19-9908 


18-0000 


1-9908 


11-0600 


50 


17-0946 


16-0000 


1-0946 


5-6922 



The value of life among the members of friendly soci- 
eties is a very remarkable and important feature in this 
inquiry, and is a result that, generally, would not have 
been anticipated either by the middle or higher ranks of 
society ; but if the value of life so deduced from observ- 
ations of persons having transactions with Assurance Com- 
panies be admitted to be a correct measure for such classes, 
it will be found that their duration of life is not only less 
than among the members of friendly societies, but also less 
than in the country generally. It has been stated that the 
superior duration of life in the ranks of friendly societies 
tq that of the general community apparent in statistical 
tables is to be ascribed to the effect of ** selection;" but 
reflection will show that the difference must be produced 
by other causes. Every means is adopted to ascertain the 
value of the lives admitted into Assurance Companies. The 
known caution usually exercised in these matters, and the 
medical talent brought to the aid of the oflSces, are suf- 
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ficient protection against impodtion, about 23 per cent, 
of the aj^licants b^i^ the average number rejected. Yet 
the lives admitted by these companies appear to be of less 
value than the general average of the country, and friendly 
societies are known not to exercise the same degree of 
scrutiny, though they are not without tests for the admis- 
sion of members ; and they possess one advantage over As- 
surance Companies — ^namely, that the members and those 
likely to be candidates are generally intimately known to 
each other, so that their daily habits and ordinary health 
cannot be concealed, and where evidently bad health exists 
admission is refused. 

It has been stated that Assurance Companies are likely 
to have proposals more freely from unhealthy persons for 
sums payable at their death, but that proposals for annu- 
ities or sums payaMe during life will be made on the lives 
of the most healthy. Mr. Finlfuson, in his Report on Life 
Annuities, in March, 1829, and on the lives of the nomi- 
nees of the Government Tontines and Annuity Schemes, 
shows that assured lives are of greater instead of less 
value than those of annuitants, but that the males' lives 
selected for the Grovemment Annuities are not only of less 
duration than the male population of the country, but are 
actually shorter lived than the members of friendly societies. 
The facts upon which his observations are founded are 
derived from calculations of the Hves of nearly 25,000 
persons during a period of more than thirty years, con- 
taining the expectation of human life as it is now, and as 
it was a century ago. They possess every advantage that 
could be desired, and conddering the acknowledged skill 
and care with which the computations were made, the 
Government table must be entitled to the highest confi- 
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dence, and the " expectation " of life thence deduced re- 
garded as the true measure of life in that particular class 
of society to which it refers. It is evident from those 
results how inadequate the means of selection usually 
resorted to are to raise the standard of life above the 
average of the country. It is clearly shown by the evidence 
derived from Assurance Companies that the duration of life 
amongst the middle and upper classes undergoes gradual de- 
terioration^ and that just as life becomes more valuable by 
the possession of wealth and the advantages it confers, its 
c^portunities and charms of enjoyment are lessened ; and 
the inferior standard of life amongst these classes may be 
traced directly to the luxuriant and pampered style of 
their living, arising from their artificial habits, which in- 
terfere with the nature and degree of those physical ex- 
ercises which exist among the working classes of society, 
and are productive of long life. Viewing the value of 
life in the highest ranks of society — ^viz., the peerage,* 
it will be perceived that the expectation of life is not 
only less than in the general community, but also very 
much below the measure of life amongst the members of 
friendly societies. The consideration of what has been 
advanced shows that the vitality among the members of 
friendly societies cannot be attributed to the superior 
mode of the selection of lives by those societies. 

The blessing thus bestowed on the British peasant and 
the frugal and industrious workmen of the country com- 
posing friendly societies, in having granted them a pro- 
longed duration of life, must be regarded as a distinctive 

♦ See Expectation of Life in the Peerage and Baronetage. By 
Dr. Guy. 

M 2 
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feature of that class of persons, and is no doubt the result 
of their simple and uniform habits of life, and the more 
regular and natural physical exercises to which they are 
habituated. 

The preceding observations form a correct represen- 
tation of the average mortality of friendly societies in 
England and Wales, as compared with that of the general 
mortality of the kingdom, and will, we trust, enable the 
reader to arrive at the precise value of life in that portion 
of the population ; so that he may ascertain with some 
degree of certainty the real nature and extent of the risk 
to which Life OflSces are subject. 

The value of annuities deserves consideration, and it is 
most important to inquire minutely into its bearings ; 
for as annuity tables are the foundation on which all the 
subsequent monetary tables are built, any peculiarities 
must affect the whole structure of a concern. This wiU 
be observed on inspection of the tables for deferred an- 
nuities, as valued by Mr. Ansell and Mr. Neison. Ac- 
cording to Mr. Neison's table, at the age of 30 the 
value of a deferred annuity of £1 per annum, to com- 
mence forty years hence, or at the age of 70, is 1 •13398, 
or £1 2s. 8d. ; and the value of the same sum, according 
to Mr. Ansell's table, is only -6764, or 13s. 6^ This is a 
most remarkable distinction, and of vital importance to the 
commimity ; for although the present results for the age 
of 30 show only an excess of value in simple or immediate 
annuities of less than 13 per cent, above those given by 
Mr. Ansell, yet in the deferred annuity at the same age 
there is an excess of 69 per cent. This marked difference 
is evidently the result of an erroneous mortality table, 
which proves so injurious to the interest of a society. 
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Mr. Neison gives a further illustration of this question 
produced by a result. Of 89,360 persons living, aged 30, 
42,367 attained their 70th year of age ; that is to say, 
out of 100 entering a friendly society at 30 years of age, 
and purchasing deferred annuities, 47 would be alive at 70 
years of age to be placed on the annuity list ; but Mr. 
AnseU's table would provide for only 33 persons becoming 
annuitants : or more correctly, out of every 1,000 mem- 
bers entering those societies at 30 years, there would be 
147 annuitants unprovided for ; that is to say, 45 per cent, 
more annuitants would have to make claims than would 
be calculated on by Mr. Ansell's data.* 

According to the results of Mr. Neison's inquiry, as 
annuities are of greater value than they are estimated 
by other tables, it must follow as a consequence that the 
value of assurances or sums payable at death are of less 
value. According to Mr. Neison's table, at age 30 the 
value of £100 payable at death is £37 8s. 4d. and 
£38 13s. 6d., according to the value of life in Scotland; 
while, according to the Carlisle table of mortality, the 

• The value of annuities payable more frequently than once a year 
will be increased. A person who receives an annuity by equal instal- 
ments half-yearly, will, for two reasons, be placed in more favourable 
circumstances than he who receives an annuity yearly. In the first 
place he receives the half of his annuity six months earlier, and so 
gains one half-year's interest on every moiety of his annuity ; and 
further, he may live to receive a half-year's annuity more than the 
person who receives an annuity only once in, and at the end of, each 
year. An annuity payable half-yearly is therefore of greater present 
value than one which is payable yearly. For similar reasons an an- 
nuity payable quarterly is of greater value than that which is pay- 
able half-yearly ; and as the number of times at which an annuity 
may be payable in a year increases, so will the present value of it 
increase. 
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yalue of the same sum would be £40 26. 7cL ; by Mr. 
Ansell's table it is £44 28. TcL, and by the old Northamp- 
ton table as much as £47 16s. 

The annual premium at age 30 for an assurance of 
£100 at death is, according to the table of Mr. Neison, 
only £1 14s. Id. and £1 168. 9d. for Scotland; but the 
aT^niiftl premium according to the Carlisle table is 
£1 Is. 9d. ; by Mr. Ansell's taj)le it is £2 7s. Id., and by 
the Northampton table £2 138. 4d. Complete evidence 
is here furnished in the analysis ot the elementary data 
and facts on which the calculations are founded ; and it 
is sufficient to show that most serious errors are the re- 
sult of those remarkable distinctions in Mr. Ansell and 
Mr. Neison's tables, which seem to illustrate the true 
bearing and risks, and admit of comparison with other 
results on the same subject. 

We have briefly entered into the critical and laborious 
investigation of those complete schemes in which annu- 
ities are involved, which may serve for the guidance of 
those who may be desirous of acquiring a knowledge of 
the principle and practice of Life Assurance. 

The purposes for which a society may be established in 
connection with a Life Office may be included under very 
few heads; and we have a strong conviction that every 
object really and extensively useM to the working classes 
may be confined to the following principles : — 

1st. For the assurance of money to be paid on the death 
of members to the wives, children, relations, or any other 
other person whom in their lifetime they may choose to 
nominate to receive the sum accruing at their decease. 

2nd. A provision for a deferred annuity of not less than 
£10, nor exceeding £100 per annum; stud annuity to 



Digitized by VjOOQIC 



VALUE OF ANNUITIES OF FRIENDLY SOCIETIES. 159 

otHnmence at not leas than 60 yeara of age^ and to con- 
tinue for th6 remainder of life. 

3rd. A provirion for a similar annuity to the above, the 
whole g[ the premiums to be returned without interest in 
the event of the member's death before attaining the 
specified age. A provisio^i for an endowment not exceed- ^ 
ing £200 for children, on attaining the respective ages of 
14 or 21 years. 

4th. A provisdoti for similar endowment, the whole of 
the premiums to be returned wii^hout interest in the event 
of the decease of the party before attaining the age agreed 
upcm. 

dth. A provision for an immediate annuity not exceed- 
ing £50. 

6th. A proviaion for the payment of a sum of money 
of not less liian £10, nor exceeding £200, at the decease 
of a party A, provided another, B, be then living. 

7th. A provision for die payment of a sum of money, of 
not less than £10 nor exceeding £200, on the decease of 
either of two lives that may be named. 

8th. A provision for any other contingency whereof 
the occurrence is capable of calculation by way of 
average. 

These principles may be applied and modified so as to 
include every object which forethought and providence can 
require to accomplish. The plan would conduce essen- 
tially to the fiiture advantage of the working classes ; and 
by a simple and practical arrangement there can be no 
doubt of its eflSciency in effecting the objects con- 
templated. It is a strong proof of the prudential feelings 
of the labouring population of the kingdom, to find up- 
wards of 2,000,000 entered in the ranks of mutual sup- 
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porting institations, while not more than 120^000 members 
of the upper and middle classes have yet availed them- 
selves of the benefit of life Assurance. What a brilliant 
contrast do we, then, find on the part of the poorer classes 
of the country in the host of persons enrolled as members 
of friendly societies. We are called upon to take up a 
grand scheme to propound in dear and calm language the 
manifest advantages thence to arise from practically pro- 
viding for Life Assurance and Deferred Annuities ; from 
which, when established, ifoe most beneficial results would 
arise, and perpetuate one of the most usefrd institutions 
ever developed for the working classes of any country. 

When the system is perfectly understood, the members 
of friendly societies wiU forsake their institutions to par- 
ticipate in advantages founded upon sound principles. 

It hence foUows that an association under a scientific 
and amply-developed system would be calculated to remove 
in toto the cause of nearly all that poverty, distress, and 
misery which haunts our manu&cturing towns, and fills 
our workhouses with the industrious population of the 
country, and would go far to destroy one of the most de- 
moralising evils of the times, and probably one of the most 
fruitful sources of crime — ^namely, the wide-spread system 
of pauperism which now unhappily exists in the kingdom. 
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A COMPAKISON BETWEEN THE SCHEME 
OF LIFE ASSURANCE AND THE SAVINGS' 
BANKS. 

Every person acqoainted with those valuable institu- 
tions the savings' banks^ however he may admire and 
praise them, must nevertheless confess that they offer no 
advantage for the permanent investment of capital to the 
parties for whose use and benefit they are intended, and 
afford no security to those who invest their money of 
obtaining a provision for the period of age and infirmity. 
We do not allege this as any deficiency in savings' banks, 
for it does not appear that these most desirable objects enter 
into the system of banking, or any part of the ordinary 
business of a bank; we only state the fact, in order to 
establish our position — ^namely, that an institution is re- 
quired to take up the matter where the bank leaves it. 
This might be done by Assurance Companies, while the 
savings' banks might still carry on their business in a 
manner totally different to that of Life Assurance, with 
which they would have no connection. 

Every person who comes within the catagories which the 
savings' banks embrace, may deposit his savings in the bank 
on the most unexceptionable security, and receive a low 
but regular and eligible rate of interest ; thus his savings 
may, if the party please, accumulate. But these deposits 
must not exceed £30 in any one year, and none can be 
made after the principal has arrived at £160, and no in- 
terest can be given on more than £200; consequently, the 
largest income which any one can possibly derive from a 
savings' bank will never in any case exceed the sum of 
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£6 per annum, or 2a. 4d. per week. This no one will 
venture to call ** A provieion for the decline of life.'* 

The savings' bank, therefore, is only a secure place of 
deposit, not that which can be justly termed an invest- 
ment, since the sum of money which many depositors 
hold in that institution, and which brii^ them in annually 
but a trifling income, is amply sufficient to secure a provi- 
sion for themselves during life, or for dieir fSEunilies at 
death. 

The utility and advantages of savings' banks are un- 
questionably very great, and are exhibited in nothing so 
much as the fact that the amount of the deposits has 
enabled Government indirectly to borrow from the indus- 
trious classes a capital exceeding £20,000,000 sterling. 
This £20,000,000 is, undoubtedly, a vast siun, but whilst 
it remains in the bank, it will only return to the de- 
positors an income of £600,000 per annimi. Were a 
portion of it — say only one twentieth part — annually 
withdrawn to be invested in deferred annuities, the re- 
duction of interest would lower the £600,000 to £570,000 
a year: and it would be rapidly replaced by accumulated 
interest, increased by the aid of fresh deposits, for the 
savings' banks' smn total is actually increasing in a supe- 
rior ratio. If a million a year was annually withdrawn 
for investment in Life Assurance, and even were we to 
suppose three-fifdis of the investors to survive and re- 
ceive their annuities, £130,000 would be paid each 
year for the interest of £30,000, when the machinery 
once arrived at a working point, with no perceptible de- 
ciency in the sum of the money held by the savings' 
banks, but probably a vast increase ; a deep stream of 
currency would be flowing back into the class of de- 



Digitized by VjOOQIC 



AND savings' banks. 163 

pofiitors ; in fact, the human mind cannot grasp the mag- 
nitude of the results of this plan» or arrive at the foil 
effect of which it is capable. 

The sayings' bank is only what its name denotes, '^ A 
place for the deposit of savings." If a man be ever so 
prudent with regard to money transactions, and attain the 
extremity of life, his savings and the interest will have 
produced him a very inadequate sum ; but if resolution to 
invest fail him, or habits of expense induce him to with- 
draw his funds, or if he die in early life, his scanty savings 
will form a very inefficient fond for the provision of his 
£unily. But suppose the depositor relinquished a portion 
of the interest which his savings may bring him in the 
event of his attaining old age, in consideration of being 
provided with a larger sum at death instead of an interest 
of a few shillings yearly, there would be a greater induce- 
ment given to the depositor to invest his money at a pre- 
mium for an assurance on his life. 

Let us take an example of a person at the age of 30 
years, and suppose that he has £50 deposited in the 
savings' bank, for which he would receive as interest the 
sum of £1 lOs. per annum, and suppose this man to live 
and die exactly in accordance with the scale of mortality,* 
and that money yield during the continuance of his life 
a uniform rate of interest of 3 per cent, per annum. These 
assumptions being established, the pajrment of the sum of 
£50 by an individual to any society, would secure to 
him the sum of £500 by a policy of assurance on his life. 

It must be apparent that were he to die in the year fol- 



* The age of 96 is assumed by the Northampton table to be the 
extremity of life. 
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lowing his family would gain considerably by his death, 
as his contribution of £50, if laid out at interest, would 
only have produced him an increase of £1 10s, in the 
twelve months; whereas, on the other hand, if the same in- 
dividual had attjdned the age of 96 years, his original 
contribution of £50 would have amounted by the accumu- 
lation of interest during the 66 remaining years of his life 
to upwards of £350, and in such case his family would be 
losers by his length of life. 

The principle is exactly similar when the payment, 
instead of being made in a single sum at the commence- 
ment of the assurance is made annually during the con- 
tinuance of the assurer's life ; but with this peculiarity, 
that if the assured live to the extremity of old age, he will 
have contributed a larger sum to the funds of the institu- 
tion by the payment of his annual premium than he 
would have done had he paid his whole contribution 
in one payment ; and on the other hand, if the assurer die 
soon after entering the society, he will have paid much 
less than he would have paid had he become a member by 
the payment of a single sum. 

Another species of Life Assurance is that of the De- 
ferred Annuities, which we may describe by stating that 
if a person is possessed of a sum of money, and avail 
himself of this mode of investment, an Assurance OflSce will, 
according to the probable termination of his life, grant him 
a certain annuity for the period of its continuance. 

Suppose a person at 20 to be possessed of £25, that 
sum would not, in fact, procure him a life annuity ; but 
suppose the rate of interest be from 3 J to 4 per cent, 
then, if he consent to wait twenty years, it will have 
amounted to £50, and in forty years to about £100 in 
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value. The probable duration of life is very different at 
40 fi*om that which it is at 20 ; at 60 the probability of its 
continuance is considerably diminished. 

Whilst £25, therefore, at 20 woidd purchase no annuity 
of any value, £50 at 40 would do so ; and £100 at 60 would 
buy for him £9 10s. 9d. per annum. Now, if a large 
number of such persons pay their money at 20 into an 
office, imtil any definite period, each person who survives 
may at the termination of such period begin to receive a 
** deferred annuity" for the term of his life, as Assurance 
Offices can invest large sums to so much more advantage 
than individuals can invest their small ones; therefore, in 
a course of years, can pay the expenses of their establish- 
ments, obtain good profits, and give larger interest to 
individuals than the latter could obtain by their own 
investments without such a system. 

The largest sum of money which any depositor can 
have in the savings' bank is £200. The interest allowed 
for this is only £6 per annum, which is scarcely more than 
2s. 3d. a week. This is manifestly no justly-remimerative 
investment affording a provision for the decline of life. 

But if a man aged 40, with £100 in the savings' bank, 
invest, the Assurance Office will give him an immediate 
annuity of £6 Is. 4d. per annum ; if he purchase a de- 
ferred annuity, payable at the age of bb^ he will receive 
£13 17s. 4d. a year for life; after that period, at the age 
of 60, he might enjoy for life about £21 13s. 4d. ; but 
at 65, his life annuity will be nearly £40 per annum. 

There is this comparison to be made — ^that is, if the 
party is 40 years of age, and has £100 in the savings' 
bank, and proposes to provide for himself a life annuity, 
to begin at 55, 60, or 65, then the value of the latter 



Digitized by VjOOQIC 



166 LIF£ ASSURAKCE 

ought justly to be compared with that which his £100, 
with interest at the sayings' bank ratio, accumulated at 
fifteen, twenty, or twenty-five years respectively, would 
purchase at the end of those several periods. By the first, 
if the party fiilfil his condition, and never interfere with 
the principal or interest, there would be little variation in 
the result ; but the advantage of the latter is not based 
upon this hypothesis, as the deferred annuity system places 
the party beyond the reach of temptation. If he is 41, 
and his annuity is to commence at 60 years old, his £100 
will by that time have accumulated so as to purchase a 
life annuity, but of less value than on the deferred system 
by one-eighth part If we suppose the £100 to have 
accumulated in like manner from 40 to 65, the annuity it 
would purchase would be less, in the proportion of two 
to three, than that which the deferred system would give. 

From this it will appear that the arguments in &vour of 
the assurance principle, rather than that of keeping the 
money uninvested, are exceedingly forcible, and entitled 
to most serious consideration. 

The practical application of the prindple of Life Assur- 
ance certainly affords the means of better investment for 
any sum, firom £50 to £500, of which any person may be 
possessed at an early or middle period of life. Indeed, a 
more advantageous investment cannot be offered to those 
whose income may fail with their bodily or mental power 
than that afforded by Life Assurance. 

For example : — Suppose a young man at 21 begins to 
save £20 a year, he may secure to hiinself at 60 a life 
annuity of £200 a year on a sum of £2,000. 

A medical man who ocmimences to save £50 a year, 
would secure £120 a year as a retiring pension, and 
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another of about £200 a year at 60. This is certainly, 
looking to one's own personal security, the very best in- 
vestment for the decline of life. 

Take a person at the age of 30, possessed of the sum of 
£100. In the savings' bank it will ^ve him £3 a year, 
which is no profitable investment. If he put it out at 
interest at greater hazard, the produce may be to a trifling 
extent increased. If simk in a life annuity, it will give 
no more than £5 12s. 8d. None of these plans, there- 
fore, secures a provision for the decline of life. K, how- 
ever, the £100 be allowed to accumulate in the savings' 
bank, then at the age of 55 it will amotmt, at 3 per cent., 
to £210, which will purchase a life annuity of £17 13s. 
But if the party lay out his £100 at 30, on practical terms, 
in a deferred annuity, to commence at 55, he will have 
£22 17s., instead of £17 13s., the difference being £5 4s. 
per annum. We may invert this operation; for, by 
allowing the £100 to accumulate at the age of 55^ you 
can then buy only £17 13s., instead of £22 17s. a year; 
so, by entering into this contract, you may receive at that 
age £260 in lieu of that annuity, which sum is propor- 
tionably better than £210, the difference being £50. 

From these facts it will appear that by purchasing a 
deferred annuity in early life, the party is making a secure 
provision for his declining years. 

It may be objected that he is speculating on his life, 
but this is inseparable from every kind of Life Assurance. 
Since, however, should his prospect of living, at the period 
when the annuity becomes due, appear hazardous, he 
might have the option of taking either a sum paid down, 
or a policy for a larger sum at his death ; in which, case he 
would be doing better for his heirs, as well as for himself, 
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than if he had allowed the money to acciunulate in the 
sayings' bank. We are justified in the conclusion that 
even as a matter of calculation the advantage on the side 
of the deferred system^ as a matter of economy^ in securing 
a permanent provision for the certain advent of age and 
its infirmities, is dear and manifest; as a question of 
social and moral prudence we are certain the practical 
result will be found to be in favour of this system of Life 
Assurance. 
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CHAPTER VI. 

REVIEW OF LIFE ASSURANCE. 

EXPLANATION OP THE NATUBB, ADVANTAGES, AND THE 
VARIOUS PUBP0SE8 TO WHICH IT MAY BE APPLIED. 

We propose in this chapter to examine the more common 
objections to the great benefits, present and prospective, of 
Life Assurance, as well as the adaptation of that system to 
the circumstances of those large portions of the community 
who have hitherto considered its benefits beyond their 
reach, and also to induce its more general adoption by all 
classes. We shall advance nothing which is not the result 
of many carefiilly-recorded observations on the practical 
working of the system, and can with confidence affirm that 
Life Assurance is the most simple, certain, and inexpen- 
dve method ever devised for increasing present enjoy- 
ment and for preventing future misery, so far as each of 
those objects is attainable, by making certain provision 
for survivors, who must otherwise be left destitute. 

Life Assurance has passed through crises the most dif- 
ficult without ceasing to make the most rapid progress, 
and has by imusual good fortune obtained the approbation 
of all economists and all moralists whose influence upon 
the public has been perceived by every observer, men of 
science also have deemed this subject deserving of their 
most persevering studies ; each day reveals new applica- 
tions of its powers ; and it has been demonstrated that Life 
Assurance has promoted, and is calculated to promote still 
further the interests of all classes of society, without in- 

N 
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juring any ; that it satisfies the generous aspirations of the 
heart, and at the same time allays the anxieties of worldly 
foresight. In fact, the gigantic developments which it 
has already undergone appear to be only initiatory to 
others which the future will unfold. 

The purposes contemplated by those who originally es- 
tablished the system of Life Assurance was to guarantee 
a certain capital payable at the death of an individual, by 
means of the annual payp^nt of a preipium, demanded 
only during his life. To give him the free disposal of this 
capital by Sk simple indorsement — to share with him the 
benefits of the company with which he contw^ts^ in the 
way he might prefer, either to inqrease progressively the 
guarantee capital, or to diminifth gradujally the |«nouttt of 
the premium ; or to place in his hand^ a title of a value 
idways increasing ^d realisable to his own profits, are 
what are acxx)mplished by assurance upon life* 

The first proposal for a contract of this kind was dated 
as fer back as X706. Sinc^ that period the labours of 
Price, Becher, Babbage, Milne, Morgan, and other learned 
men have perfected the system^ and have caused the prin* 
ciple to be better understood. Consequently compcaaes 
havo multiplied, but not to an extent adequate to the 
wants which manifest themselves amongst a r^pidly-» 
increasing population. 

From the immense sums which have been accumulated 
as profit in Life Assurance C(Hnpanies, notwithstanding the 
surplus disbursed to the representaitives of deceased assur- 
ers, we see a society* which possessed in 1846 a fond of ten 
millions sterling. Such is the result of one society's ope* 

♦ Equitable. 
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rations only ; and tiiere are nearly a hundred in London^ 
the total of the sum assured by whoni is computed at one 
hundred and twenty millions ; while the sums accumu- 
lated jfrom premiums amounted at least to forty millions 
sterling.* That this success is not the result of tempo- 
rary enthusiasm, the experience of more than a century 
demonstrates, and experience in such matters famishes 
materials for the most conclusive reasoning. It is consi- 
dered by many persons that the system of Life Assurance 
is ftdly known and understood, and that little remains to 
be said upon the matter; but experience proves that, not- 
withstanding transactions involving such extraordinary 
oUigations as tibose connected with Life Assurance have 
taken place, its principles are but very imperfectly under- 
stood, and its benefits only very partially diffused. Of the 
twenty millions of inhabitants of Great Britain the actual 
number of persons insuring their lives is 120,000 ; but as 
many persons effect several policies upon their lives, it 
may probably amount to 150,000, being about one in a 
hundred of the population, or one in ten of the heads of 
families of those classes of society to whom Life Assurance 
is a])plioable. Thus not five per cent, of the whole po- 
pulation have had the forethought to perform the most 
important duty that devolves upon all men — namely, 
assuring their Uves. Scarcely two per cent, of that por- 
tion of the population to whom Life Assurance is appli- 
cable have made provision for their families. 

This is remarkable, since the death of every 1,000 per- 
sons in the middle and lower ranks of life, who have not 
assured their lives^ leaves at least 4,000 women and 
children in poverty, if not in absolute penury, who might 
otherwise have been left in comparative affluence. 

* See Introduction) pages 1 and 2. 
N 2 
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No doubt the principle of Life Assurance has, during 
the last ten years, excited increased attention among all 
classes in this country, and that this mode of securing a 
provision for a family, or for those whose position in so- 
ciety, or even subsistence, is dependent upcm the exertions 
of a single individual, is to some extent now considered a 
paramount duty, and one which ought, on no pretence 
whatever, to be neglected ; yet, although the necessity is 
theoretically admitted, the advantages of Life Assurance 
are in point of fact secured only to a very limited number 
by professional men and men of business generally. We 
all admit the value of the institution, but are reluctant or 
careless in availing ourselves of its positive benefits. In 
the present state of society there can be no excuse for the 
apathy and indifference to the subject displayed by the 
great majority of the people of this country in any other 
way than by attributing such to ignorance of the purposes 
to which it may be aj)plied. The subject is not diflScult 
to understand, for nothing can be more simple to those 
who have given it the most cursory consideration ; and it 
certainly appears extraordinary that, notwithstanding all 
the efforts which have already been made to disseminate 
a knowledge of the first principles of Life Assurance, so 
little progress has been made. A knowledge of the sub- 
ject has not been limited to Life Assurance Associations ; 
for some of our ablest writers on economic questions have 
treated the subject extensively, and we may mention the 
articles in the ** Encyclopaedia Britannica;" in the "Quar- 
terly Review," No. 128 ; and also the article on the 
" Principles of Insurance," in Mr. M'Cullooh's admirable 
" Commercial Dictionary;" and many of the most popular 
periodicals have presented the subject to the public in the 
most attractive and practical form, to show the advantages 
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which such institutions offer as a provision for families at 
death. It might have been expected that these efforts 
would have produced more fevourable results, but even as 
yet they appear not to have made much impression upon 
the minds of a vast portion of those for whose benefit 
many of those institutions were established. 

The principal objections urged against Life Assurance 
are, first that a person can realise a larger sum by laying 
by his surplus income than by investing his capital in a 
Life Assurance ;« secondly, -that it is a gambling trans- 
action, and speculation upon life ; thirdly, that a party 
is young, strong, and healthy, and may live for years to 
make a provision for his family ; the fourth objection is, 
that the income is too limited to afford the deduction re- 
quired to insure a future provision for a family. 

First. — The great distinction between an assurance as 
a mode of investment, and that of laying by money to 
improve at interest is, that by an assurance a person is 
guaranteed a sum payable at his death, were that to take 
place the very next moment after he had paid his annual 
premitun ; whereas, by the ordinary mode of investment, 
it would take a considerable number of years before the 
sum put by wonld be equivalent to the sum assured ; and 
the latter plan, even in the cases of the longest lives, is 
open to the objection that the individual has always a 
fond to which he has ready access, and to which he resorts 
at periods of necessity, instead of economising his expen- 
diture, which he would be obliged to do, had he invested 
his capital in an assurance upon his life. 

The contract of an assurance completed, the property 
of the assured is positively at once so much increased. The 
condition being an annual payment, not a payment for an 
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unoertam adyantage, the adyantage is dear and definite 
— ^the more especially if the uncertainty of a person'«s ac- 
cumulating &om small savings be taken into account^ and 
how pnme most persons are to allow their expenditure to 
exceed their income. Previously to these institutions 
being established^ the man who could save only a very 
small portion of a very limited income might despair of 
accumulating sufficient to provide for lus hsnilj, and the 
difficulty of investing ^nif*-!] sums yearly^ and of obtaining 
accumulated interest^ were almost {nreventives^ deterring 
even a man anxious for the future wel&re of his fiunily 
from endeavouring to acquire by small savings any- 
thing which he could reasonably hope would, though fos- 
tered through length of yeairs, swell into a patrimony for 
his children* But now the more than probability^ the 
certainty^ is his. The system of Life Assurance incites 
all to the moral obligation of exercising foresight and 
prudence ; since> through its means, these virtues may be 
practised* If a man's income be sufficient to allow of hb 
setting apart something considerable for an aocunmlating 
fund» it is still no slight advantage, if we oonmder the 
constitution of human nature, that he caa put it out of his 
power to encroach on his accumulations. By laying out an 
annual sum in assuring his life, he caanot, without diffi- 
culty and considerable los8i» ^ply ^ ^^ present u»es his 
past savings ; while there is little fear that he will be ao 
improvident as to forfeit his testamentary claim to them 
by neglecting to make his periodic payments. 

Thus Life Assurance operates beneficiaUy, and may be 
regarded in the %ht of a bank iot the amount o£ pi^emiums 
paid not only to the individual but to the commuaity. 

A greaA authority has remarked : — ^^ An insurance upon 
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1^ Iifb> eflboted in my office^ is not only a private but a 
pubUobeaefit"* 

SeeoncL^^^Moay persons unacquainted with liie subject 
regard the practice of Life Assurance as a gambling 
transaction and ^culation upon life; nor are such notions 
confined to the ignorant and illiterate, for even our Conti* 
nentd neighbours, iiie French, are not eacempt from the 
taint of these prejudices against Life Assurance^ whidi has 
always be«i disooUntenaMed by them, bat a slight coi^ 
deration of the subject must convince every unf^ejudiced 
mind of the fallacy of these objections. 

Many persons who are in t3»de ok^ect to Life Assuranee 
on the ground that iiie money required fwr such an object 
ean be much more advantageously employed in their 
business. If the trade be profitable^ this is undeniaHiy 
true. Are they sure, however^ of living suflBkjiently long, 
and of enjoying sudi a course of uninterrupted prosperity, 
as wiU enable them to save for their family as effectively 
as by an assurance on Kfe ? 

It might, perhaps, be said, that the business is profitable, 
yielding a fair return for the capital employed, and that 
stock, fixtures, and furniture are at all times suffi<^ent to 
satisfy every creditor, and leave a hsaidsome surfdus as a 
provision for their families. This may be quite true, but, 
like health and life, it aj^lies only to the present momeftt. 
What may happen on the morrow is unknown. Thei© is 
no certainty, however encouraging the prospect, about ihe 
future. Trade may decline, competition may iwaezs^ectedly 
arise, health may fall, dishonest servants may wf ong, or 
Kfo may be prematurely terminated. In either of the first 

* De Morgan cm JA& Asnuaoce. 
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four cases the buoness may still go on ; but that busmess, 
which is now a thriving one, may become unprofitable. 
In the latter case, the master's skilful hand and yi^lant 
eye being removed, who would imdertake to say that there 
would be sufficient to satisfy every claim and provide for 
his widow and orphans ? 

However impossible it maybe to reason with these per- 
sons upon their own principles, it is proper to remark that 
precisely the same objection urged by them against Life 
Assurance will apply with equal and, in some cases, 
greater force against all the ordinary methods of employing 
capital with the expectation of profit Those who appear 
to be so very sensitive about what they denominate Life 
Assurance, do not object to purchase houses and lands and 
other kinds of property, when offered on advantageous 
terms; nor are such of them as are in trade less anxious 
about profit than others in the same line of business. We 
have known persons attempt to justify their inconsistency 
in making no future provision for widows and orphans, 
because they would not question the designs of the Crea- 
tor, and who, while neglecting this ordinary method of 
accumulation, are engaged in desperate speculative adven- 
tures, which no wise or prudent man could for a moment 
have entertained, and which must terminate in ruin to a 
vast number of those who foolishly engage in them. 

Life Assurance is not foimded upon purely philanthropic 
principles, nor are these professed---such philanthropy is 
not believed in the nineteenth century. Men refuse to 
credit the probability of a handful of men establishing a 
company calculated to diffiise immense good solely with 
the desire to benefit the community without the remotest 
intention of also benefiting themselves. Such is not the 
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oase. A railway is started for two objects: the first is, 
to obtain profit for those who first designed the plan ; and 
this is perfectly legitimate, for had not a number of mer- 
cantile men advanced with capital at their disposal, the 
second object, which is to benefit the public, would never 
have been obtained. In like manner the Life Assurance 
companies are established by men of capital, both with 
the view of extending advantages to the empire at large, 
and of deriving an interest from the money they invest. 
So far, therefore, from considering every kind of Life 
Assurance as an interference with the dispensations of 
Providence, we ought to look upon it as one of those 
compensating and certain means by which danger is 
diminished and loss repaired, and, in the words of a dis- 
tinguished author, " As well, and apparently with more 
justice, might we declaim against the presumption of our 
medical men attempting to preserve life in cases of sick- 
ness or acddent" 

Is life certain? Is it not certain that we must all die? 
Is it not, then, our duty to avail ourselves of medical 
skill to preserve our lives when they are in danger ; and 
is it not equally necessary to contribute in proportion to 
our means for the benefit of the widows and orphans 
of those who die prematurely, and thus to prevent 
the humiliation of their appealing to public or private 
charity? 

Third. Many persons decline to assure llieir lives on 
the groimd that they are yoimg, strong, and healthy, and 
may live to amass a sufficiency for the maintenance of 
their families. When any man can guarantee to himself 
a podtive period of existence, and the power of resisting 
the temptations which may and do occur in the hour of 
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neoeasity, then, and then gdIj, will this reason for nen^ 
aflBuianoe be good. It k always difficult to bring parties 
to a proper consideration of an abstract duty^ however 
important that duty may be; but in nrging this duty the 
uncertainty of life necessarily becomes the greatest and 
most solemn of all the arguments which can be used. 
This is what no one disputes. We do not dep^ad upon 
chance, in the curdinary acceptation of the term, but 
we depend iqxm experience — upon a law of nature 
which is indisputable ; that is, what the bills of mortality 
show, that out of five thousand persons, in Ihe prime of 
manhood, six himdred will die before ten jrears; and 
before another ten years has passed away sev^i hundred 
more will have ceased to live ; and for a third term of 
the same duraticm^ dght hundred and fifty wiU have gone 
to their final resting«pkice; add th^a together, and in 
thirty years two thousand one hundred and fifty out of 
five thousand will be dead. 

These facts show the utter foUy of a man relying on 
youth or strei^th to shield him from the shafts of death ; 
for he must be presumptuous indeed who will say that he 
is not one of those who will meet with an early death. 
Sudi may be the Btite of the y^ry individual who reads 
these pages, and the chances are as a thousand to one 
that he has not insured his life — ^that he has made no 
certain provision for those who now ding aroxmd him, 
and who look up to him not only for present support, but 
for fiiture subsistence. Such may be tile case, and such, 
indeed, it must be generally. Delusive 8pecidati<»s 
suck as these must, indeed, be conunon, anoe out of our 
vast peculation, out of the many miOioiis who live and 
exist upcai tiieir mere ^^ daily bread,'' we have not more 
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than about one hundred and fifty thousand polidee taken' 
out throughout the whole empire. 
• The period of health, it must be recollected, is the only 
time when life can be insured at a moderate rate, as the 
tables are calculated for unexceptionable lives ; for should 
<£sease make its appearance an additional premium is always 
charged, and the Hfe may probably be rendered altoge- 
ther uninsurable. An accident may occur — ^from which 
we are none of us exempt — in which case, how has he 
provided f(»r his family? How can he be certain that he 
may live ev^i another year to add to his small savings, or 
that health will be conferred on him to enable him to 
continue his exertions? A writer on Life Assurance 
judiciously remarks : — ^^ A whitened tongue or a quickened 
pulse find no passport of admission to a Life Office ; and 
who shall BO,j he is secure for a mngle hour from some 
derangement of syst^n that shall bring these 8ympt(Hns 
upon him? What anxiety must he who is wailing for 
the proper moment to insure sustain at every incipient 
approach of illness: the spasm he feels may be the herald 
of cholera, the sudden adie in the temple may be the 
courier of deatfa.^ ' 

Fourth. It B urged by an individual that his income is 
too limited to affi^rd the deduction required to insiure a 
Aitufe provision for his family. But this is a fallacy. 
Many a person may say that the present demands made 
upon him will not allow of a portion of his income being 
applied to meet ftiture contingencies: this may, unfor- 
tunately, be Ihe case with many ; but how many thou- 
sands are there, prosperous but unreflecting people, whose 
incomes are solely dependent upon their lives — who 
subscribe their guineas to clubs and to public charities, 
while at the same time they neglect to provide a com- 
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petency for their fiunifies in the event of their premature 
death ; and if we had not o£Gicial documents to corroborate 
the statement, it would not be credited that fifty millions 
sterling per a^Tinnm are paid for drinking and smoking 
by persons, many of whom profess that they cannot 
afford to put by a portion of their income to provide 
against the casualties of rackness, old age» and premature 
death. 

This same man who denies his ability to provide the 
means by which his fiunily may be secured from want in 
the event of his death by a timely assurance, is careful to 
protect his own comforts. He hastens to insure his house 
and furniture to secure to himself their value in case of 
an accident by fire, lest during his own life he may 
experience an inconvenience by their destruction. He 
then reflects upon his prudence and forethought, which 
had enabled him thus to retrieve his loss, while his own 
existence is imassured, and he does not hesitate to leave 
his widow an<J orphans to the chances of poverty, because 
he will not sacrifice one iota of his own personal comforts 
to insure future independence to those who may survive him. 
This "tendency to live for the present" is a purely selfish 
tendency. The "reluctance of many more to anticipate 
the future'' is a morbid feeling. Delay here is danger. 
" When our design terminates only in our own satisfiu> 
tion the mistake is of no great importance ; but wh^n 
others are interested in an imdertaking nothing is more 
unworthy either of wisdom or benevolence than to delay 
it from time to time, or to forget how soon an idle pur- 
pose to do an action sinks into a moumM wish that it 
had once been done."* 

* Dr. Johnson. 
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We hope that these observations will have the effect of 
removing the objections to which Life Assurance is sub- 
ject^ and that the time is not far distant when it will be 
unnecessary to refute such fallacies, or to promulgate in 
detail the manifest advantages of Life Assurance. 

Life Assurance, though based upon self-interest, yet 
is the most enlightened form which the self-interest has 
ever assumed. 

The general principle is, that no company agrees to re- 
turn to those who assure the amount which they contribute ; 
but every company guarantees the value which it promises, 
be it more or less than the value received. ** It is an 
agreement by which those who have more than average 
success resign the overplus in favour of those who have 



The certainty is the only thing contracted for. Trade 
and speculation might have realised greater results — ^trade 
and speculation might have realised ruin. The man who 
is dependent upon his daily exertions for the support of 
his own family, is dependent for its continuance upon his 
continued existence. Existence no society can guarantee ; 
Life Assurance guarantees its average objects. Every 
contingent chance is calculated— every requirement pro- 
vided for ; all classes of the community are admitted to 
share in its advantages and results. All ages are alike 
invited to participate in its benefits. To the sexagenarian, 
to youth, to earliest manhood, to the colonist, to the tra- 
veller, to the peer, and to the peasant, it alike proffers its 
manifold advantages. 

The most awful period in a man's history — the moment 

* De Morgan on Life Assurance. 
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when his spirit wings its flight to a distant world — is usoally 
the time when the greatest revolution takes place in the 
circumstances and destinies of his surviving relatives. 

The sorrowing widow and mourning children need bear 
no heavier misfinrtune then than that which has fallen 
upon tiiem in the loss of a friend, an adviser, and a pro- 
tector. And yet how often is it the case, even with the 
thoughtM and prudent, that to the loss of a husband is 
added the distress arising from pecuniary embarrassment. 
Willing and unwearying hands supported the wife ; that 
source is in a moment removed, and no other is substituted 
for the widow. Friends pity, but do not relieve ; advise, 
but give not wherewith to put their excellent plans 
into execution. The landlord cannot let people remain in 
his house who do not pay rent. Tradesmen must receive 
the money due to them, or they will seize the ftimiture ; 
and thus in a few weeks, &om circumstances of compara- 
tive ease and comfort, a family is often reduced to utter 
destitution. Cannot the principle of mutual support be 
made available here, so that these evils may be avoided, or 
at least be greatiy mitigated ? It can, and to a considerable 
extent. 

The system of Life Assurance is one of volimtary 
mutual support in one of its most palpable forms. 

It is that of combination, in which for certain specified 
ends an annual payment is made. Considered simply as a 
pecuniary investment, this may turn out favourably or 
unfavourably. Should a man's life be prolonged, it is 
possible he may pay more than his representatives will 
receive after his death, ^lould he die soon, the pecuniary 
gain to his representatives would be large. 

We derive, from the moment the asmrance is eflected. 
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the aatifl£»oti<m that a provision has been made for those 
who may be prematurely deprived of protection ; and we 
have also the satis&otion of reflecting^ that if there is a 
loss, the loss turns to the benefit o£ others^ whose funilies 
have been bereaved of their heads and guardians. 

This relief from anxiety afforded by Life Insurance very 
frequently contributes to prolong the life of the insurer, 
at the same time that it materially augments the comfort 
and well being of those dependent upon him. It has 
slso an obyious tendency to strengthen habits of accumu- 
latian. An indiyidual who has assured a sum on his life, 
would forfeit all the advantages of the insurance w^e he 
not to continue r^ularly to make his annual payments ; 
it is not, therefore^ optional with him to save a sum from 
his ordinary expenditure adequate to insure this purpose, 
he is compelled imder a heavy penalty to do so; and 
having thus been led to acquire a habit of saving to a cer- 
tain ext^it, it is most probable that the habit will obtain 
additional strength, and that he will either reserve an 
additional sum, or privately accumulate. 

It is difficult to exaggerate the evils arising from the 
improvident disregard of friturity, or adequately to depict 
the desolation entailed upon the surviving by the sudden 
removal of their natural protector. 

Amid the various vicissitudes of life, in the struggles 
and anxieties of a parent to provide for those endeared to 
him by every tie of consanguinity and affection, who can 
describe the bitterness of his feelings when he reflects on 
the realities of utter de^tution ? 

It is hardly possible to over-estimate the extent of the 
calamity, when the head of a family is stricken down, and 
the membears are left in helplessness and poverty. It is 
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not only in such a case that the affections are crushed and 
wounded by the loss of a beloved husband or parent, the 
miseries of destitution are forthwith felt also ; there is the 
dependence on the too often precarious and stinted assis- 
tance of others — ^there is an end of the independence and 
comfort of the whole household. 

Take such a case in the higher ranks, where a certain 
style and a superior manner of living had been maintained, 
where certain luxuries had become almost necessary, where 
a higher education was being imparted to the children, and 
where the well-directed efforts of the parent who has been 
taken away provided the means of elegance and comfort for 
alL In a moment, and by an event in itself, and independent 
of circumstances the most afficting, the source of all this 
happiness is dried up, and the helpless mourners are made 
at the same time dependents — ^perhaps almost or altogether 
beggars. In the breaking up of a household, in the divi- 
sions of the members, in the parting with every superfluous 
article of furniture, however valued — for the associations 
connected with it in the feeble attempts to keep up some- 
thing like former respectability, and the gradual descent 
to the lowest stage of poverty, there is perhaps as much 
of misery experienced, as under more substantial priva- 
tions. The heart in such circumstances — ^the heart of the 
widow or the orphan, knowethits own bitterness, and none 
else ; surely it becomes him to whom the affections of that 
heart have been most devoted, to anticipate the possibility 
of such a season of trial and privation, and as far as pos- 
sible to provide the means of alleviating it, and soothing 
its sorrows ; and if he cannot ward off the stroke of 
death, yet by wise precaution, to ward off at least the 
evils of destitution and the misery of dependence. 
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Take an instance, a case of very common occurrence. 
Suppose a dergyman, happy in his domestic circle, edu- 
cating his children liberally, and with his £400 or £500 
a year, distributing consolation to his parishioners, pos- 
sessing only a life interest in his income; no sooner is the 
thread snapped than beggary stares his family in the face, 
the widow and children are at once turned out upon the 
wide world, or doomed perhaps to receive a wretched pit- 
tance from some relation. We know not a fiercer or more 
formidable trial than to be reduced to this state. And is 
this the state to which any man could desire that those 
he loves and cherishes should be reduced ? We look to 
the moral principle, to the lesson of natural affection, that 
the duty of every man is to use every competent means 
to prevent such consummation. 

The reader must not mistake this for mis-timed senti- 
ment, for never was language employed in closer relation 
to the practical concerns of every individual — to the 
demands of ordinary prudence — ^to the requirements of 
social responsibility and domestic duty, — ^in fact, to the 
realities of life. For what can- be more sternly real than 
suffering and destitution ? 

The most common and fatal error committed by those 
who depend solely on their own exertions is in attempting 
to make a suitable provision for survivors by the slow 
and deceptive process of accumulating savings through a 
long course of years, a process which is at any moment 
liable to be interrupted by sickness, to say nothing of the 
innumerable accidents and reverses incidental to humanity, 
and which are daily occurrences in the occupations of active 
life. There can be no security agidnst the weakness and 
infirmity of human nature, for the man who is sober and 

o 
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indastriouft to-day ftiay be cotrapted by bad compiaiiy be- 
fore a single revolution of the earth about the sun is 
over. The man who is comparatively rich inay break 
through the regular habits which have made him eo, and 
he will find, like one rolling a wheel up hifl, that to pause 
and withdraw his hand is to allow it to roll back, and that 
the labour of a long period is lost in a very short one. 
The truth is, that when men place money within their 
own power, they are more frequently injured by it than 
benefited ; they are liable to be tempted into excess, and 
when they have withdrawn or spent their capital, are. 
worse men in a physical, as well as in a mo)*al point of 
view than they were before, 

A man may feel satisfied that in a few ye«rs he will 
have saved suflScient to leave a competeiice ft«r bis family, 
but he may at any motn^mt of time be dnatdbed from 
them ere the proposed Sum is amazed. It is pkdn ths^ the 
source of saving, howevet stritct the economy Aftt may be 
practised, cannot bcTeliedctti; saving, tobeetfectuaJ,mui^ 
be a work of time ; and our very supposition is, ishai time is 
denied — 'that adoq[uate time cannot be counted cwi. Here, 
then, comes into operation the princ^le of Life As9ia>- 
ance ; what cannot be ^effetited by the indhidual oaoa be 
effected by the combination of individuals. 

Life Assurance is most important; if a tnlftn has no 
other means of making a provision for his Ikmily, he ii& 
bound by all considerations of prudence to set apart a 
portion of his income for this purpose. TSie intense Com*- 
petition which marks eveiy^escription-of business, leading 
to longMjOtttinued mental application, Ims had a fearful 
eflfect on the health of many persons, and sudden 'diseases 
induced frotn these causes are of frequent occmrence. 
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The neeessity of ^pljring increasuig (^ital, the changes 
in Vjarioiu busineasee from the introduction of new inven- 
tions, the fluctuation in the value of property, are all oircum- 
st^tnoes which render it most difficult to make a permanent 
provision for a fSunily from the profits of trade. At any 
time, too, this means of revising a property is uncertain 
and liable to interruptions, but by the principle of Life 
Assurance, a fij^ed sum may at onoe be secured by a small 
annual payment, which mi^it in most cases be paid with- 
out the slightest difficulty, and in others by the abandon- 
menii of unnecessary luxuries. There is nothing so humi- 
liating, or so much to be deplored, as tjie spectacle of a 
fiimily, who have beea accustomed to the enj<^meiit of 
every •eomlbrt, at once reduced to a state of abject depen- 
denoe ; yet cases of this description are of constant oecur^ 
repee, which might have been prevented or mkigated by 
the exax^ise of what ou^t to be deenp^ a commoia act 
of prudei^ce, a duty that no husband or &th^ can ueglect 
without risking consequences s^ous indeed to his wife 
and childnen, should he he overtaken by deaili he&xe he 
has provided means to assist his family, and thereby 
av^ed from them the distress aad humiliation of seeking 
padTQchial aid. 

No man is justly ^entitled to allege as a reason for not 
making a provisioQ for his faonily at his death by means 
of Life Assurance tibat hecaamot i^ord to insure his life. 

^' It may be fdt by many that, jadutttting this duty i^ 
fidl, thcdr income is nevertheleas insufficient to enable 
theml^ spare even the small sum necessary as an annual 
premium £ar Life Assurance.; the necessities of the pre- 
sent are in their case so great that they do not see how 
they can afford it We believe there can be no obstacle 

o2 
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which is apt to appear more real than this; where an in- 
come is at all limited^ and yet it is easy to show that no 
obstacle could be more ideaL It wiU readily be acknow- 
ledged by everybody who has an income at all, that there 
must be some who have smaller incomes; say for in- 
stance that any man has £400 per annum, he cannot 
doubt that there are some who have only £350 ; now if 
these persons live on £350 why may not he do so too, 
sparing the odd £50 as a deposit for Life Assurance ? In 
like manner, he who has £200 may live as men do who 
have £175, and devote the remainder, £25, to have a sum 
assured on his life, and so on. 

" It may require an effort to accomplish this, but is not 
the object worthy of an effort ? — and can any man be held 
as honest, or any way good, who will not make such an 
effort rather than be always liable to the risk of leaving in 
beggary the beings whom he most cherished on earth, 
and for whose support he alone is responsible ?"* The 
man who has brought a family into existence, entirely 
dependent on him for support, and future welfare in the 
world, is boimd, as a man, to prevent, if possible, the con- 
tingency of their ever becoming a burthen upon the charity 
of the coimtry, or being reduced from a state of compara- 
tive plenty, by his own selfishness, to that of poverty and 
want ; and as to the accumulations in a bank, what would 
they amount to in 20 years compared with the sum he 
would secure by the same annual payment for insurance ? 
£20 a year invested in a bank would only amoimt to 
£400 in 20 years ; whereas the sum of £20 paid yearly to 
an Assurance Company for an assurance on his own life at 

* Chambers* " Information for the Pe<^le." 
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the age of 25, would immediately secure the reversion of 
£1 ,000 to his family ; so also the saving of £20 per amium, 
regularly made, will give at 60 rather more than £50 
ayear for life, which is dependent upon no more improba- 
ble contingency than that a man should live to the age of 85 
— one very possible — ^to give him an annuity of that amount 
for 20 or even 30 years. If at the age of 25 he could save 
from his income £20 per annum, it would be nearly 30 
years before his savings, laid out at 3 J per cent interest, 
would amoimt to £1,000 ; but if he invested this annual 
saving in assuring his life, the investment would be already 
his to leave in reversion, and the 30 years of the best part 
of his life would not be wasted in anxiety and care. The 
anticipation of future evil no longer would rob him of 
present enjoyment; for by an annual fixed payment he 
would be secure of leaving a fixed sum at his death. 

Let it be borne in mind that no man is too poor to in- 
sure his life, for persons of the most limited means can 
surely lay by the sum of £2 2s. 7dL, or about one shilling a 
week, commencing at the age of 25, to provide £100 at death. 
This simi may be obtained by the trifling sacrifice of a small 
temporary gratification, easy to forego, for a permanent 
relief hereafter, which would at once allay his fears of the 
future poverty of his family, and realise for himself in 
the hour of his death, peace of mind, by the knowledge 
that, by that trifling subscription, he has secured to his 
offspring the advantage of a provision. What is the 
sum of £21 a year, deducted even from a moderate 
income ? — ^not more, in point of fact, than 8s. per week. 
Many a tradesman of the middle ranks, or even an artisan, 
could well spare so small a sum from his weekly earnings. 
But without the intervention of the scheme of Life Assu- 
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ranee, many yean must elapse before he would be en- 
abled, even by saving annually that sum, to amass bo 
desirable a patrimony for his fiamily as fl^OOO. 

There is no way in which the subject can be brought 
before those who have not yet considered it in its true 
light with a fairer or better probability of its being produc- 
tive of good effect, than by pointing out actual cases which 
have occurred.' 

Immediate benefits are, in some instances, derived by 
the families of those who assure, and a considerable num- 
ber of cases have occurred in which only one premium has 
been paid. We find, for instance, £500 realised after 
the policyhad run 262 days; £800 after 330 days ; £600 
after 206 days ; £1,000 after 4 months, and so forth. 

Some years ago there occurred one particular case of a 
very striking nature* An industrious man, engaged in 
flax spinning, and who sunk most of what he had in a 
concern of that nature, insured £500 in the month of 
February, for which the usual comparatively small sum 
was paid by way of premium. In the ensuing April, not 
satisfied with the first sum, he insured £500 more. Next 
month, after the second policy had run only 22 days, he 
died in consequence of a severe injury jGrom his own 
machinery. Thus his family obtained the welcome sum of 
£1,000 to assist them on in the world, a sum which they 
could not have had if their parent's deatib had taken place 
three months sooner. 

^^An eminent tradesman in London effected an assurance 
for £2,000, and dying within the first year, from inflam- 
mation, arising from a cold, his widow and fiunily were 
thus put in possession of £2,000. 

" A young married man, in the medical profession, opened 
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sk ehevmt'a 9kv^ in the 8^b^rb9 of Lon^pn^ w4 was in^iieed 
by his wife's fnenda to assure bis life for ^l^OOO 5 shortly 
after this the cholera made its appeanuaoe 'm the Metropolis, 
a^d the party in question fell 9. vietui) to that disease. 
The assets of the deceased w^e Bttle moire ik^i sufficient 
to pay his creditor^ md had it not heevk fo? tbe insurwfie 
oxx his Ufe, Jus widow and fonuly would have be^ left 
destitute i as it was^ howQver, they received tb^ £l>000. 

^^ A legal gefttlemaa took out a policy (tf assiurMoe foai? 
£1,500 on his own life, and having caught ft severe 
Qcild, ruptured a blood-^vessel duriug a p^oxy ^m of cough- 
ing. This ocouyred after two aB»nal payipeuts only 
had been made, and bk femijy, of course, received the 
J&1,500. 

" A dergynaa^, aged 30, pojieesaed of a;n income of £500 
per annum^ and married, without a family, desirous of 
securing his wife a sum sufficient for her support, in the 
event of his beiug cut off before he was enabled to save 
the required amount of money, assured his life for £2,000. 
The annual premium payable to the office was £45 — ^not a 
tentii of his income— and he having imexpectedly died 
after two payments had been made, his widow received 
£2,000, which enabled her to maintain a state of comfprt- 
able independence during life. 

^^ A medical gentleman in a country town whose emo- 
luments, from an extensive practice, averaged £300 per 
aimuia, reflecting upon the precarious tenure of health in 
the sphere of his duties, which necessarily exposed him to 
the constant vicissitudes of the weather, besidei bringing 
him frequently into contact with parties afflicted with 
infectious diseases, took out a policy on his own life for 
£1,000. Having been assured for four years, he died 
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from a malignant fever caught in a professional yidit^ and 
his widow thus obtained the sum of £15000. 

'^ A still more striking instance of the uncertainty of 
life occurred in the case of a conunerdal gentleman, who, 
for the benefit of his wife, to whom he had been lately 
married, made a proposal to an Assurance Company for a 
considerable sum, and his health being good the proposal 
was accepted, and the premium paid. He died of apo- 
plexy during the first year, and the large sum insured thus 
fell to his widow."* 

These facts may be considered sufficient to place the 
utility of Life Assurance beyond all question; and they 
are undoubtedly of constant occurrence. 

They show most forcibly the danger of entire neglect, 
or of delaying to make use of what may, in a vast ntmiber 
of cases, prove to be the only means of securing'a provision 
for those in whose well being we are interested. 

These illustrations exemplify the uncertainty of life ; 
and as we have data by which the premiums for assurance 
'can be charged in proportion to the extent of that uncer* 
tainty, no man has the slightest justification for neglecting 
so important a duty, and so valuable a means of making 
a provision for his family as is presented by Life As* 
surance. 

It will be seen that persons who had, in perfect health, 
effected assurances on their lives, died within a few months, 
and thereby left a provision for their surviving relatives, 
which they could not have done by any other means. It 
would be difficult to attempt to form any estimate of the 
comfort which, under the afflicting circimistances in which 

* " The Hand Book of Life Assurers," 1842. 
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they were placed^ the surviving relatives of many of 
those persons must have experienced firom the knowledge 
that, although they had suffered a heavy, and in some re- 
spects an irreparable loss, they were not left dependent 
upon others for support, but that the father and husband 
who had provided for the wants and necessities of his fa- 
mily during his life, had been equally mindM of the con- 
sequences which would arise to his widow and children at 
his death. 

Life Assurance has claims upon those who are just set- 
ting out in the world, and by whom its benefits can be 
much more easily attained. We know of no present more 
appropriate firom a &ther to his son, on the latter attaining 
manhood, than a policy of assurance on his life ; special 
care being taken that the amoimt be suitable to his cir- 
cumstances and prospects, and that the objects and re- 
quirements of the documents in question be properly 
explained. 

An apparently Irifling inddent will oftentimes ^ve a 
right direction to the thoughts and conduct of a youth, 
and determine his course during all his fiiture years. The 
obligation imposed by a policy of assurance is as likely, we 
think, as any other to exercise a moral influence on the 
possessor. If the value of health, its importance, and the 
most rational means of preserving it be rightiy imder- 
stood ; if habits of diligence, economy, kindness, and fore- 
thought be cultivated in early life by a man, there is hope 
that he will prosper in all he undertakes, and become 
an ornament and a blessing to the sphere in which he 
moves. 

Having thus endeavoured to show the advantages 
emanating from Life Assurance, and the melancholy con- 
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sequenees resulting fkom a n^lect of it to those whose 
welfare should take precedence of all other woridly oon- 
sideratioii95 it is proper now to point out the diaracteristic 
features of Life Assurance. 

l^e system is capsule of affording to all ranks of society 
the advantages of which it is susceptible^ fix)m the artisan 
to Ihe merchant, to the most elevated dignitariea of the 
Churchy to the highest peer, who would preserve his 
domains for his immediate heir, and yet provide for 
the younger branches of his fionily by a proporti(»iate 
econcNny in his establishment; thus r«»nedying to some 
extent the effects of the law of entail, eseentiaUy necessary 
to the maintenance of the hereditary dignity of the ancient 
and landed interest of the empire. 

Many persons of large hereditary estates have become 
insured with this view, and some adopt the salutary pre- 
caution of effecting a policy of assurance iqaon the birth 
of every child. To persons who make a reserve ficom 
their income as a fature provision for their dependants. 
Life Assurance is most important, if only from the con* 
sideration that it produces a higher rate of interest for 
their money than they could obtain by their own invest- 
ments. 

There are many objects, most useful and beneficial in 
themselves, to which Life Assurance may be apjdied ; the 
advantages to be derived in business transacticms from the 
possession of a policy of assurance, the facility which it 
affords to individuals with fixed incomes, derived either 
from Government or other situations, from pensions or an- 
nuities on their lives, to transmit a provision to their re- 
presentatives, — offers entire indemnity to creditors against 
loss by the demise of debtors ; points out a ready mode by 
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which* trustees may, with perfect security to themselves^ 
make advances imder marriage settlements ; secures the 
continuance of leases terminable upon lives and renewable 
by fines ; attaches responsibility to personal security, 
thereby assisting individuals to obtain loans, and guarantee 
repayments ; anticipates and provides against the incon- 
veniences and injury often occasioned by the withdrawal 
of capital from business on the death or retirement of a 
partner ; and the granting of annuities. This branch of 
Life Assurance business is done on the same principle as 
the average probabilities (rf life; and it is desirable in 
the case of those who have a large stun which they can 
risk at once in exchange for a certain sum annually — ^this 
latter sum being larger than could be raised from ordinary 
interest. Hiere can be no doubt that this can be often 
properly and advantageously effected. 

When the parties purchasing the annuities have no 
relative nearly connected with them, or depending upon 
them, they obtain during their life a larger amount of 
comfort than they could otherwise have enjoyed. 

Life annuities are of incalculable benefit to every man 
and woman dependmg for subsistence upon the skill of the 
hands, the accuracy of the senses, or continued power of 
active industry, dther of the body or mind. A man is 
liable, aft^ middle age especially, to illness and accidents, 
which render him more or less incapable of his customary 
exertions, and tend to lessen his income ; and too often 
gradually reduce him to poverty and dependence. Pub- 
lic charities, hospitals, dispensaries, and workhouses aboimd 
with illustrations of this melancholy trutL 

Persons of respectable education, and formerly living 
in comfort, are thus often reduced, as old age approaches, 
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to a level with the lowest of the poor. Not only servant^ 
and workpeople, and artisans, and small tradesmen, but 
tutors, and governesses, and clerks, in various offices; 
artists, and those engaged in all the departments of literary 
labour, are to be found in numbers in London and in the 
country, passing the years of their declining age in miser- 
able rooms, amidst sickness, poverty, and destitution. 

Yet, perhaps, of these many distressed persons, there are 
few who could not have spared, in their years of activity, a 
small moiety firom their earnings, by means of which such an 
annuity might be secured as would at least preserve them 
from the extremity of want, or from dependence on the 
uncertdn charity of strangers. 

But the great proportion of assurances are effected for 
tiie purpose of securing family provisions ; and there can 
be no doubt that that was the object which the first pro- 
jectors of the system had in view. 

Its judicious application to the varied and complicated 
arrangements of property has been a work of gradual de- 
velopment ; and science has proved that a real value is 
given to a variety of interests which are necessarily un- 
certain when contingent upon human life. 

Life Assurance provides not only a valuable means of 
securing loans and other property dependent on the lives 
of individuUs, but affords provision for families to profes- 
sional persons, or those living on salaries or wages ; such 
as lawyers, physicians, military and naval officers, clerks 
in public or private offices, whose incomes terminate with 
their lives, and others, who are not possessed of capital, 
and who ought naturally to provide for the comfortable 
subsistence of their &mily in the event of their death. 
We will suppose a person thus situated, without fortune. 
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but makiiig, perhaps, £1,000 or £2,000 a year by his 
business, who marries, and has a family. If this individual 
attain the average duration of human life, he may accu- 
mulate such a fortune as will provide adequately for the 
support of his family at his death. But who will presume 
that such will be the case — that he will not be one of the 
many exceptions to the general rule ? And sufqposing 
that he was hurried into an imtimely grave, his &mily 
would necessarily be destitute. 

Nor are the benefits of Life Assurance limited to those 
dependent for subsistence on their own exertions, whether 
by commercial pursuits, by official stations, by the learned, 
or any of the other pursuits, by courtesy termed profes- 
sions. The man of independent fortime is frequently as 
incapable of making provision by any other means than 
this for his wife and younger children as are any of those 
persons belonging to the classes above enumerated. Sup- 
posing that the whole of such a man's property be at 
his absolute disposal, a sum which may be ample during 
the lifetime of the parents to sustain the rank and respec- 
tability of the family would prove but a sorry means of 
ind^>endence when divided into five, or seven, or ten 
equal portions. 

Now it is for such contingencies that Life Assurance is 
intended chiefly to provide. An individual possessed of 
an income terminating at his death agrees to pay a certain 
stun annually to an Assurance Office ; and this office binds 
itself to pay to his fEunily at his death a sum equivalent, 
after deduction of the expenses of management and the 
profits of the insurers, to what these annual contributions, 
accumulated at compound interest, would amount to, sup- 
posing the insured to reach the common and average period 
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of hmnfui life. Though he were to die the day after the 
aBBoratice was effected hie fiunily w(Hild be as am^y 
provided for as it is likely they would be by fais accumu* 
ktionS) were his life of the oidumry duration. Id all 
casesy indeed, in which those insured die before attaining 
am average age, their giun is obvious. But even in those 
cases in which their lives are prdionged beyond Ae ordi- 
nary term, they are not losers. Tiiey th^i merely pay £or 
the security which they must otherwise have been wkhout. 
During the wbcde period, {rom the time when t^y effect 
tiieir insuiances, down to the time when liiey arrive at 
the mean duration of human Hfe, tiiey s;re protected 
against tiie risk of dying without leavii^ their fam^es 
sufficiently provided for, and the sum which tiiey pay 
after having passed this mean term is notinng more '^n 
a fidr compensation for the security tiiey previously en- 
joyed. 

Of those who insure houses c^ainst £re a very sm^ 
piroportion only have occasion to claim an indemnity for 
losses actually sustained ; but the possession of a security 
against loss in the event of accident is a sufficient motive 
io induce every prud^it individufd to kisure his prc^piedy. 
The case of Life Assurance is in no respect diffarent. Wlifea 
€6tsd>lished on a proper footing, the oxtra sums which those 
pay whose lives exoeed the estimated duration is but the 
value of the previous eeeimty. These are scmie of the 
leacUng features ilhistnitive of the ben^s coo&rred upon 
mankind by tiie science of Li£e Assurance. 

Ofe As»xcanee affoeds the o{^c»rtxmity of isstoring to 
a family any amomit of capital which tiie parent may 
havesuidC'On an ec^te, ix> hold it as a tenant £or h£^ or 
^r two ordure lives; this syst^nispartiouiaiiy apfd&eaUe 
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to property hdd under ecclesiastical dignitvaies, charity, 
and other trmts. 

Ldfe policies are of the utmost valwe, whetiker in com- 
m^cial (HT agrbultural pursuits ; also to p^n^ons desirous of 
[firocuring cash credit with a bank an assuranee is a secu- 
rity ; as wdl as to any perscm deriving an income from an 
annuity payable during the life of another. In each of 
these cases life Asstmince, as Mr. Babbage expresses it, 
" renders that certain which Nature has made uncertain." 

With regard to the other purposes to which Life 
Assurance may be allied, there is scarcely « sin^e case, 
whether of a strictly buoness dbaracter, or wiUi a view to 
fa^nSy arrangements, where h«Eman life forms an element 
in ^be transacftion, to which Life Assiuance may not he 
made available to some useful purpose. It is impos- 
sible to trace the various ramifications^ or to poiM out 
each case individually, but some of those most coraanon 
have already been referred to. There is no limit to 
the extension of its applications if the public were fiilly 
aware of its principles, and the safety with which they 
may be put in practice in a country of such extensive 
commercial relations as Great Britain. 

Assurance wUl impoverish no man, but will save from 
indigence millions of families, and place them in a state of 
security, and in its prodigious developments afford in its 
applications the attainment of an object the most exalted 
that can be contemplated; and experience demonstrates 
that Life Assurance is the most precious of earthly gifts, 
and is one of the happiest discoveries of man— it removes 
the greatest source of wretchedness and crime, and sub- 
stitutes for idleness, industry ; for extravagance, economy ; 
for intemperance, sobriety ; for want, competence — it dis- 
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arms the chamber of death of some of its most pomM 
anticipations, the desolation of an orphan hjxnlj, the 
loneliness of a disconsolate widow; it mitigate^ the sorrows 
of a bed of sickness^ by the knowledge that those who 
depend on the life of a single individual are provided for, 
and even the consciousness that provision has been made 
against the contingency of death offers in itself one of 
the best securities to the man anxious to provide for those 
helpless beings who are the objects of his daily solicitude. 
We can, then, only ascribe the apathy which has hitherto 
prevented the wider extension of Life Assurance to the cir- 
cumstance that the public are imperfectly acquainted with 
the theory of insurance, and its kindred science of annui- 
ties, as affording an equitable investment for the savings of 
those whose time and industry are their capital, and who 
cannot, therefore, bestow attention in investigating the 
soimdness of the principle safely and effectually for them- 
selves. 
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CONDITIONS OF A POLICY OF ASSURANCE. 

Having in the preceding pages exhibited the advan^ 
tages of Life Asaurance^ it is most desirable to point out 
to those seeking to make a provision for their families the 
mode of eflEecting a Life Assurance^ and the basis of a 
policy* 

We will now endeavour to explain the mode to be 
adopted by persons after a determination has been made 
to effect an assurance either on their own lives, or the 
Kves of others. 

When the office is selected in which a party intends to 
insure, he will be required to fill up a form called a '^ Life 
Proposal and Declaration." 

This form requires an accurate acooimt to be written 
thereon of the name, occupation, place of birth, age, habits 
of life, and past and present state of health of the person 
on whose behalf the proposal is made. It will also require 
the name, occupation, and residence of one or more 
private friends of the proposer, sufficiently acquainted 
with him to be able to give satisfitctory replies respect- 
ing his habits, appearance, and general health. It will 
further require the name and residence of the proposer's 
usual medical attendant. 

These several matters are to be authenticated by the 
signature of the persons to whom they relate, the form is 
returned to the office, the necessary inquiries are instituted, 
and the individual is then examined on behalf of the com- 
pany by a physician or surgeon resident in the same town 
as himself. 

If, after due examination and inquiry, the proposal be 

p 
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accepted, the decision <^ the board of directors is entered 
upon the minutes, and a certain time is appointed tor the 
payment of the first premium, which if paid within a 
specified period (usuallj thirty day s), a policy of assurance 
will be issued, and the c<mtiaet on both sides completed 
on the payment of the first premium; the amoimt of the 
stamp-duty* must also be paid, and, in scnne of the old 
offices, an entrance fee of 5s. or 10s. per cent on the 
amount assured, t 

In every poliqy there is a special refer^OMce to the truth 
of tiie statanenta made by the f&noa asmred; and sudi 
are the expressed conditions on which the validity of the 
contract depends. If it should subsequently appear that 
any erroneous statement had be^a made^ either throu^ 
ignorance or inadvertence, by the assurer or by others on 
his behalf he forfi^ts tiie whole of the jvemiuma paid» and 
the policy becomes void*! 

* The charge made for policy stamps may be coiisistently viewed as 
a direct ^taz upon prudence,** and experience has ^own tfaatit ir a 
great impediment to the faSL de^opment of Lifie Amanoaa* Aanr 
refB dlu>uld at once be rtUeved cf this burthen ; and the stamp-duty 
be either spread oyer the premiums, or charged as a working expense 
upon the office^ Every policy should be granted free of stamp-duty 
to the assuied. 

t Fine»fbr the vcnewal of poMdea are very otgectionabie, *hecause^ 
in a large majority of cases, de&ult has occurred from a temporary 
inability to pay ; and r^;ard should be had to the &ct that the office 
is relieved from liability, and that the policies can only be revived 
upon fresh medical evidence <tf the e%ib9iCy ^ assurance of the par- 
lies; it would be, therefore, mdyjust to the f9i)li<7,hoUen to diap^iM 
with such fine,, as it is contrary to the inteisest of the assured, and 
.would afford evidence of the disposition of assurance boards to 
carry into effect one of its obvious advantages, ^ liberality to policy 
holders." 

I See Validity and Non-Validity of Lile Coliciff>.pi^ 119. 
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It is now necessary to state what takes place after the 
decease of the party. The death must be announced to 
the office, together with all the particulars as to the burial 
of the deceased, evidences of his identity, and references 
tov and certificates from tiie medical peorson who attended 
him in his illness, with the probate of his will, if thepoHcy 
were effected on his life, and a copy of the assignment, if 
the policy had been transferred to another person. 

The cause of death must also be ascertained, as the 
policy would be void if the death took place by suicide, 
dueHing,^ cor the hands of justice, or upon the high seas, 
without licence fix>m the company, excepting it occurred in 
travelling from one part of the kingdom to another; all 
of which are* excepted in the policy. 

It is the practice with most of the offices to pay claims 
on policies at the end of three months after satisfactory 
proof of death of the assured. Several of the old offices 
require six months, and some two months when the claim 
exceeds £100, and others only thirty days for aU claims 
not exceeding £100 and under. According to the rule of 
most offices, although all claims may be paid in one, two, 
three, or six months, they may be received immediately 
after due investigation has been made into the truth of 
tiie various statements of the representatives of ike party 
whose life was assured, upon allowing the. usual rate of 
discount for the unexpired time ; and on all sums not 
ffloceeding £200 an advance of one-third will, if required, 
be made immediately. 

Such are the forms of proceeding and rules connected 
witk a policy of assurance during the life and death of 
the assured. 

p 2 
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« 

SELECTION OF AN OFFICE. 

We have explained the conditions of a policy ; the 
selection of an office at which to effect a Life Assurance 
becomes to all a matter of great importance, as upon the 
first contract the Aiture provision and comfort of a fiunily 
depend. 

It will be obvious that the very object of an assu- 
rance is that there shall not be any doubt as to the result, 
that if so much is paid by way of premium, so much 
money shall be paid to the representatives of the assured 
at his death ; it is therefore highly essential, in choosing 
the office in which to effect an assurance between the 
various Assurance Companies, to consider — 

1st. The principles upon which they are founded. 

2nd. The manner in which their business is conducted. 

3rd. The security which they offer to the assured. 
Satis&ctory information on these several points should be 
ascertained by judicious inquiry before effecting a policy 
of assurance. The prospectuses ordinarily issued by 
companies contain only an outline of their plans, and by 
no means furnish information sufficient to enable the pro- 
posed assurer to form an opinion as to the management 
and security of a Life Office. In order, however, to enable 
the public to form a just estimate of the present system of 
Life Assurance, this work will to some extent show 
the provident designs of the science of Life Assurance. 
The system adopted by the majority of Assurance Offices 
is such that no security is afforded to the representatives 
of the assured. 

It has been proved by experience that the companies 
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termed " Mutual Life Assurance Societies" are the most 
legitimate for assuring life^ as a high authority* stated 
that only a small sum for necessary expenses at starting is 
required, after which the premiums form of themselves an 
amply sufficient guarantee for the due ftilfilment of all 
engagements, and Mutual Societies are in possession of the 
largest acctunulated funds, and have distributed amongst 
the assured the greatest amoimt of profit. 

Secondly. The method of conducting business varies in 
different offices; an assurance for the whole of life once 
<;ommenced cannot be abandoned, or removed from one 
office to another without a considerable sacrifice, and the 
payment of an increased rate of premium, in consequence 
of the more advanced age of the assured. The tables of 
rates are of vital importance to the assured, and it should 
be ascertained that the premiums are not rated too low to 
be safe tables. That the assured may satisfy himself on 
that point, we should direct his attention to the names of 
the directors; if they are of an unquestionable moralstamp, 
standing, and character, and are truly identified with its 
interests and management, he may safely assure even at a 
low scale of rates, for no board of directors would sacrifice 
perfect security for the shadowy substance of a tem- 
porary increase of business. But on these heads the 
assured should satisfy himself, as such is his only real 
security. 

Thirdly. With respect to the claims on the company, it 
is expressly stipulated that in the event of any im- 
true averment or assertion which may hereafter be 
proved, the policies, and all moneys paid in respect of 

* De Morgan. 



Digitized by VjOOQIC 



206 LIFE ASSURANCE. 

such policies, sball be absolutely forfeited to such com- 
pany.* 

This questionable security which attaches to every life 
policy is dependent upon ihe discretion of a board of di- 
rectors, whose decisions are governed by the rules of tech- 
nical points of law. The character and principles of the di- 
rectors are the main dependencies upon which a prudent 
man may decide whether he is justified in trusting his 
accumulations to an office in which the power exists to in- 
validate at option his assurance. It is evident that the 
honour and integrity of individual directors are not a suffi- 
cient guarantee for the absolute payment of a life policy. 

We would venture to submit to those whose fiunilies 
depend for their future subsistence upon the validity of a 
life policy, not to be seduced merely by a low scale of pre- 
miums, high-sounding names, or by declared or promised 
large bonuses, but to satisfy themselves that the office 
they propose to insure in is not in the habit of throwing 
obstacles in the way of the payment of the sums that have 
been assured. 

So long, however, as offices are permitted to possess all 
these means of getting out of the payment of their policies 
when they became claims, all the public can do is to en- 
deavour to protect themselves by a careftd selection of tiie 

♦ We have already shown, in the chapter on " Validity and Non- 
Validity of Life Policies/* the objections to life policies, and explained 
the doctrine of law by which an advantage ia taken of the assured, and 
the insecurities of the contract under the policy deed ; and that if the 
office avail themselves of the strict rules of law, they can snooessfiiUy 
dispute a policy, if the assured should unintentionally mistake his age, 
or accidentally conceal any bodily ailment or infirmity, or if the state- 
ments are not in unison, vitiate the policy, and render an assurance 
valueless as a family provision, or as security in pecuniary transactions. 



Digitized by VjOOQIC 



REVIEW OF THE NATURE AND ADVANTAGES OF 207 

office in which they insure^ and to avoid such offices as 
repudiate just and equitable clidms. 

Let tibe choice be an office pledged to fulfil the con- 
ditions of a contract by a specific clause in thdr deed of 
settlement, and not to diqmte any chum where there 
is no uncertainty or risk; for a claim which cannot be dis- 
puted is the only determination to which a prudent man 
can look forward with any satisfiiction as the completion 
of the transaction on which he enters when he assures his 
life, whose daily bread and whose family's subsistence de- 
pend on his individual exertions, to lay i^ in store a small 
portion of his hard earnings against that day when his indi- 
yidual exertions must be paralysed, and the hands that pro- 
cured his wife and children their day's subsistence will 
have ceased tibeir toil for ever. 
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CONCLUSION. 

We have now gone through the several points forming 
the subject matter of this treatise ; our object has been 
not to present a work of an elaborate scientific analysis of 
the comparative claims of the various modes of Life As- 
surance^ but simply to afford the means of forming a 
familiar conception of the principles and practice of assu- 
rance^ intended to act as a corrective to several popular 
misapprehensions r^arding a science which is as yet in 
its infancy, and to awaken the community to the necessity 
of the value of a policy of assurance, either personal or 
contingent, by exhibiting the most important principles of 
Life Assurance. 

The subject, it will be admitted, is one of importance ; 
and tibe more it is considered the greater probability there 
will be of improvements being introduced both in the 
value of health and life, and in the method of investigating 
the subject. 

To the community generally it is not only interesting 
but important to be made acquainted with the means of 
effecting the welfare and happiness of their children, and 
therefore highly desirable that they should have a familiar 
knowledge as to the nature and extent of the advantages 
of Life Assurance to guide them in their decision if they 
contemplate making a provision for their families. We 
hope that the consideration of the subject, and the sugges- 
tions which have been proposed, may lead to improve- 
ment in the conduct and habits of individuals, and conse- 
quently to the health and happiness of mankind. 

Our object has been to explain the advantages which 
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are offered to a very large portion of society by the 
scheme of Life Assurance* In a social and in a moral 
point of view it is a subject of vast importance ; but it 
must be remembered that it is only by adopting habits 
and princijdes of prospective economy that the prudent 
man will see the force of what we have advanced in the 
foregoing pages. We have no doubt the public mind will 
be slow to awaken from its apathy on the subject ; but let 
us repeat the maxims of prudence again and again, and 
the result will follow. It is a scheme in which all parties 
may cordially imite, and no difference of opinion ought 
here to interpose. 

The sceptic indeed may exercise his characteristic cau- 
tion in the examination of tables and accoimts, but every 
philanthropist will, we trust, approve of the principle. 

We have not rendered this subject so interesting and 
attractive as many persons may have expected. There 
are indeed subjects more attractive, questions more stirring 
than that of Life Assurance ; it presents no path to ambi* 
tion, raises no strife of party politics ; it has higher and 
purer aims — ^it presents an extended sphere of useftdness, 
and ample opportunities of making provision for our fa- 
milies. 

One of the most obvious and immediate advantages that 
would result to the nation at large from the extensive es- 
tablishment of safely-founded Assurance Societies would 
be a sensible diminution of the poor's-rate. 

The first effect on such rate would necessarily be to re- 
lieve the public from a portion of those claims which are 
now largely made on them by individuals who, having no 
other resource, at such a time are obliged to seek parochial 
aid. Another effect would be produced by parishes being re- 
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liev^ed from the support of all such old and inflnn perscms 
as aliould have made a proyision for the decline of life. 

The poorVrate would also be relieved &om a great part 
g£ those charges now incurred in evesj pandi for tlie 
burial of the poor. These are direct benefits. But it 
cannot be doubted that the moral effects capable of being 
I»roduced by the associations in question would be even 
more beneficial to the community than the direct pecm- 
niarjr adjvantage through the poor's-rate. There is wdl^ 
grounded reason to belieye that the wide dififosion of such 
institutions would arouse the eneigies of man to a sense of 
independence5 a better tone of feeling, habits of prudence 
and economy, and afford all the incentives to g^ieral and 
moral improvaoEient. 

The great benefit that would result to society at huge 
by the general adopti<m of Life Assurance among all 
dasses deserves the serious attention of the philanthropkt, 
and daims the efforts of every one anxious for the welfare 
of his fiedlow men, to do all in his power to promote eaoaoog 
them a disposition to provide for themselves and fiunilies 
through the medium of life Assurance. Impressed with 
the truth of tiiese remarks, after several years of practical 
experience, the author resolved to imdertake the composi- 
tion of this work, and has att^npted to treat the subject in 
such a maflouuer as to enlighten and instruct those who ai:e 
desirous to study the science without becoming dull> and 
uninteresting, although from the first the subject promised 
but littie of) an amusing character. If we may be allowed 
to play upon words, there is a great difference between 
matters of "interest" and interesting matters. 

Such haye been the author's objects; enamoured of the 
science, and anxious for its advitncement, his most ardent 
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dedre is that this work may meet with a &YOiirable, or 
.rather an indulgent reception ; and let the reader ascribe 
. any failure to the insuflElciency of the author, but let the 
subject sink deeply into his mind, for it is worthy of 
repeated consideration ; and we feel satisfied that every 
practical philanthropist at least will approve of the effort, 
however feeble, to fietcilitate the extension of a dear and 
>&miliar knowledge of the science and practice of Life 
Assurance. 
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